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Energy, Ability, Brains and Wealth 
Of America Are Well Represented at 
American Life Convention Meeting 





DALLAS, HOST CITY, REACHES THE HEIGHTS IN ENTERTAINMENT OF GUESTS 





Addresses of Welcome Establish Records in That They Did Not Sound Praises of State or City—Commis- 
sioner R. B. Cousins Speaks About Texas Legislation, Functions of Insurance Department and 
Tells a Splendid Story—Harry L. Seay, President Southland Life, Invited Friend to Play 
$5,000 Worth of Golf 


By CLARENCE AXMAN 


Dallas, Tex., Oct. 26—The American 
Life Convention here this week in annual 
session is a three-ringed circus. There 
is the legal section which gives the con- 
vention its interesting highbrow two 
days running start and then there is the 
new finance- section where the invest 
ment of the billions of dollars of funds 
of the American Life Convention com- 
panies is being reviewed, with especial 
emphasis on the farm situation and how 
it is to be developed, and finally there 
are the main American Life Convention 
sessions themsélves. 


Altogether it is a week crammed to the 
limit with papers and discussion of all 
the problems which confront growing 
and progressive life insurance companies 
and it must be admitted by all observers 
of economic America that these problems 
are momentous. 


But throughout the convention there 
is no feeling of depression of any kind 
about the future, the chief sentiment be- 
ing, “Bring on your troubles; they can- 
not faze us.” 

And no wonder, because here are 
gathered some of the most acute and 
level-headed brains of America. 

You can’t tell when you are address- 
ing a man in the lobby of the hotel 
whether he is a banker, a capitalist, a 
lawyer, a doctor or a production wizard, 
because men representing all these 
classes are now running life insurance 
companies. 

What some of these companies have 
done in a few years is literally amazing. 

A group of men get together, interest 
the leaders of their communities, start a 
life insurance company and presto, in a 
few years it grows from the nursing 
baby to lusty manhood. 

The secret is that there is more de- 
mand for life insurance than ever be- 
fore, there is plenty of money and talent 
to put a company over and there is a 
civic, a sectional or a state pride which 
delights in putting confidence into a new 
Venture, especially as these new ventures 
have so frequently been amazingly suc- 


cessful. 
Dallas, The Hospitable—Plus, City 


As for the older companies, there is 
nothing that can hold them and they 
stow, grow and grow some more. 


When the American Life Convention 


members reached here they found this 
city on the qui vive to eclipse Memphis 
and New Orleans in entertainment and 
hospitality, Memphis, New Orleans and 
Dallas having entertained the three big 
insurance conventions of the year. 


This entertainment and hospitality in 
Dallas assumed many forms but in one 
respect was unique, and that’s worth a 
mention. 


In brief, every guest of the convention 
was taken in personal tow by some Dal- 
las insurance men, especially assigned to 
watch over every detail of his stay so 
that every moment would be enjoyable. 

What Would the Guest Do? 


Did he want to play in a foursome at 
golf? Three partners were immediately 
dug up. 

Did he want to see the marvelous 
office buildings of the city? A guide 
was provided. 

Did he want to dance? The wife or 
daughter of a Dallas insurance man ar- 
ranged that he met an attractive and 
well-bred dancing companion. 

Did his wife want to go shopping or 
to have tea at the country club? No 
sooner wished than the wish was on the 
way to be carried out. No wonder Dal- 
las makes a good impression. 


Good Natured Dallas 


Following the two days of deep think- 
ing at the legal section sessions there 
was a stag dinner on Tuesday night at 
the golf club attended by insurance peo- 
ple from all over the country. 

Dallas is so good natured that it has 
not joined the widespread revolt in other 
big cities against those jazz orchestras 
which take possession of the evening and 
make so much noise that no one can 
talk. 


As a result of the attempt last night 
at the golf club to shout above the din 
of the drum and the horns most people 
showed up hoarse at the opening session 
today. 

James Victor Barry, Metropolitan 
Life, was the principal victim as he sat 
three feet from the trombone player. 
First he lost the hearing of his right 
ear and then of his left ear. 

A great master of diplomacy, he of- 
fered the following response to the in- 
quiry of your correspondent when the 


latter asked him this morning if he had 
recovered his hearing: 

“There never was anything the mat- 
ter with it,” he said, and then added 
belligerently, “I will stake you two hun- 
dred yards and at a distance of six hun- 
dred yards away will agree to hear every 
word of a_ speech delivered by Chris 
Gough, the deputy insurance commis- 
sioner of New Jersey, who is one of 
our best insurance departmental officials 
and an extremely nice fellow, but would 
be the world’s worst cracker-box orator 
in Union Square.” 

Nevertheless Harry L. Seay would 
have won immortal fame and the grati- 
tude of the world of banqueteers if he 
had arisen sometime during the evening 
and thrown a plate of ice cream at the 
orchestra leader for trying to monopol- 
ize the evening. At some banquet some- 
where, sometime, someone is going to 
do that very thing and thus are heroes 
made. . 


Welcomers Spring Novelty 

President Herbert M. Woollen opened 
the American Life Convention sessions 
by introducing M. J. Morrell of the 
Dallas Chamber ‘of Commerce, and fol- 
lowed by introducing one of the three 
insurance commissioners of the state, R. 
B. Cousins, who had formerly been in 
the Attorney General’s office handling 
insurance questions. 

Both speakers sprang a novelty by not 
telling of the glories of either Dallas or 
Texas. It is believed that this estab- 
lishes a record as in no other city has 
a chamber of commerce man or a state 
official not paused to reflect the town’s 
glory. 

Cousins Speaks of Legislation 


Commissioner Cousins is an able, very 
intelligent young man who has a keen 
comprehension of his obligations and 
those of companies and of what should 
constitute the correct relations between 
the two. He admitted that legislation 
in Texas had been largely of a remedial 
instead of a constructive character and 
he thought the way to correct this is for 
the insurance people to deal with the de- 
partment and the public with the utmost 
frankness, the maximum of honor and 
the broadest of confidence. 

.He thought the function of the insur- 
ance department should not only be pro- 
tection of the public but also the exten- 


sion of aid to companies in developing 
new fields of insurance. 

Mr. Cousins told of the extremes of 
Texas, running from the sunshine of the 
Gulf to the chilly blasts of the Panhan- 
dle, and those extremes were also noted 
in the economic state of the people. 

Speaking facetiously he touched upon 
the property holdings of one of*the most 
prominent men in Texas, Harry L. Seay, 
life insurance president, saying that Mr. 
Seay once asked a man to go out and 
play $5,000 worth of golf. 

Then he told of the other extreme in 
a story of a man in a stalled car in a 
barren part of the state who said to a 
native: 

“Stranger, even the necessities of life 
must be dear down here.” Whereupon 
the settler replied, “And when you do 
get necessities they are not always fit to 
drink.” 

President Woollen then introduced a 
former president of the American Bar 
Association, Robert E. Lee Saner, after 
which Mr. Woollen read his annual ad- 
dress. 


No Politics Here 
One of the most interesting things 
about this convention is the constructive 
spirit and vision of the administration 
and committeemen. 


It is refreshing to note the lack of 
politics and the desire to go ahead into 
new fields. The slogan seems to be: 

“Here we are nearly 150 progressive 
life insurance companies with a fine ex- 
ecutive American Life Convention per- 
sonnel so let us make the most of our 
opportunities.” 

The acquisition of the brilliant but 
sane Claris Adams, secretary of the Am- 
erican Life Convention was a ten-strike, 
and he and Thomas W. Blackburn, as- ” 
sociate counsel and former secretary of 
the American Life Convention, are 
working together in the closest harmony. 


New members are constantly being 
added to the American Life Convention 
roster, while the four members lost dur- 
ing the past year were owing to mer- 
gers, etc. 


New Fields of Activity 
To illustrate the tendency in opening 
up new fields of activity, the executive 
committee agreed upon two new divi- 
sions of the American Life Convention 
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which will be those of office men which 
will co-operate with the Life Office Man- 
agement Association, and the agency di- 
vision which will have for its considera- 
tion production problems, and it is pre- 
sumed it will work in conjunction with 
the Association of Life Agency Officers. 

The Junior Officers’ Association will 
also be raised to a division of the Am- . 
erican Life Convention. The convention 
also has a new publicity department 
which is working very effectively. 

Extracts From President’s Report 

In his annual report which was fol- 
lowed with closest interest President 
Herbert M. Woollen reflected the opin- 
ion of the members of the American 
Life Convention in that the organization 
stands for in part as follows: 

“We have a rather highly organized 
institution which has always been ex- 
ceedingly aggressive in the interests of 
its members as well as the whole insti- 
tution of life insurance. The need for 
this service was never greater than now. 
New problems constantly confront us. 
We appear to be entering the most 
fiercely competitive period of our his- 
tory. 

“Heretofore competition was largely in 
the rivalry for agents and the volume 
of business, but the competition we now 
The ten- 


dency to sell insurance on the basis of 


face seems to be one of costs. 


premium rates only seems to be greatly 
on the increase and the scramble for 
size never was more abroad in the land 
than now. 


“Increasing and unwarranted en- 
croachments upon the policyholders by 
taxing authorities are everywhere in evi- 
dence. 

“All these things and many more de- 
mand most thoughtful and careful atten- 
tion from tks body.” President Wool- 
len’s address in full will be found in this 
service edition. 


Secretary’s Report a Treat 


The report of Secretary Claris Adams 
for the year he had been with the Am- 
erican Life Convention was a treat. 
Never has a secretary made a more 
clear, logical, succinct statement. His 
report in full will be found elsewhere in 
this number. 

What Secretary Adams had to say 
about coupon reserves and excess profit 
tax decisions and other subjects were of 
great interest. That he has done a lot 
of traveling during the year is shown 
by the fact that he attended a dozen 
conventions and visited eighty-three of 
the one hundred and forty-two member 
companies of the convention. 


Among the companies admitted to 
membership in the American Life Con- 


vention during the past year were the 
Missouri State Life, St. Louis; and the 
Southern Life. 

The morning session ended with a 
statement from Thomas W. Blackburn, 
former general counsel and now associate 
general counsel, expressing his pleasure 
with the way the secretarial and legal 
divisions of the American Life Conven- 
tion is being run. 


Roger B. Hull Visits St. Louis, 
Ft. Worth and Dallas After Memphis 


National Association of Life Underwriters’ Manager Appears 
Before the American Life Convention and States Need of 
Hearty Co-operation Between All Life Insurance Bodies 
to the End That Professional Idealism Might be Reached— 


Invites Frank Corrective Views 


Dallas, Tex., Oct. 26—Roger B. Hull, 
general manager of the National Asso- 
ciation of Life Underwriters, has had 
anything but a vacation since the close 
of the Memphis convention of that As- 
sociation, as he has made a number of 
appearances before bodies of life under- 
writers including those in St. Louis, Mo., 
Ft. Worth and Dallas, Tex. 

He appeared here this week before the 
American Life Convention, making a 
good impression. In his talk he again 
reiterated what he said at the Memphis 
convention about the institution of life 
insurance being the greatest human 
agency in the world. 

He told the American Life Convention 
that he believed that only through the 
means of a working alliance and of some 
plan of careful, constructive and courage- 
ous co-operation between all the agen- 
cies at work in life insurance could there 
be developed professional idealism at its 
highest level. 

Among his constructive 
were these: 

That there be an easier and fuller ex- 
change of ideas between The National 


suggestions 


Association of Life Underwriters and the 
leaders of the American Life Convention. 


That this be made effective by the 
American Life Convention leaders taking 
an increasingly important place upon the 
programs of the National Association at 


its conventions, and at local association 
conventions and sales congresses. 

“Not merely that you may convey your 
greetings and respects in which you are 
always so gracious, but to give us the 
frank and helpful corrective of your 
point of view,” he said. 

He also suggested that the American 
Life Convention leaders write articles for 
the “Life Association News,” the organ 
of the National Association. 

Another suggestion was that the Am- 
erican Life Convention men co-operate 
in furnishing speakers for programs of 
Association meetings from coast to 
coast. 

He also asked that the American Life 
Convention co-operate with the National 
Association in a plan of checking up on 
the travels of insurance authorities in- 
cluding executives so that the availabil- 
ity of such speakers will become known. 


The Pro and Con of Farm Mortgages 


As Company Investments Discussed 


New Investment Section of the American Life Convention 
Devotes Initial Meeting to Subject at Dallas—World War 
Dumped Thousands of Farms on Companies’ Hands— 
Believed Condition Considered Serious Now Will Right 


Itself in Time. 


Dallas, October 25.—The new invest- 
ment section of the American Life Con- 
It is 
the last co-operative subdivision in the 
insurance business to consider matters 
of great consequence. 

President H. M. Woollen, of the Am- 
erican Life Convention, was in the chair. 
Discussing mortgage problems, R. J. 
Merrill, vice-president of the United 
Life & Accident, Concord, N. H., said: 

“The problem of the mortgage as an 
investment for insurance companies does 
not differ from that of other lines of 
investment. All anyone wants of any 
investment is ample security and gener- 
ous yield. The trouble comes in the ap- 
plication of this simple principle to in- 
dividual offerings. 


vention got under way here today. 


“For many years the Republican party 
vouchsafed such a measure of prosperity 
to the farmer as to seriously endanger 
his constitutional right, exercised from 
time immemorial, to regard himself as 
an abused individual. For some time, 
however, it must be admitted that this 
situation has largely improved and the 
present financial predicament of the 
American farmer has completely restored 
his ancient grievances. 

“This curious phenomenon appears 
among the ranks of the financial wizards 
who control the hoarded funds of the life 
insurance companies. 

“Shall we eliminate farm mortgages 
from our list of proper investments? Of 
course not. Agriculture cannot perma- 
nently remain in the doldrums. Its re- 
sponse to the problems of readjustment 
after the war has been slow, largely be- 
cause of lack of a common and corpor- 
ate facing of them, due to the want of 
effective organization or of proper lead- 
ership. 

“Agriculture is justified in its claim 
to be our basic industry. As such it will 
eventually obtain such a reward as will 
guarantee its prosperity. The instinct 
for land ownership and the love of home 
is something more than mere hope of 
better days that enables our farmers to 
hang on through a series of years of 
poor crops, bollweevils, low prices and 
other woes. The fact that the farm is 
his farm, that into it has gone his cre- 
ative effort, that poor as it often is, it 
is his home, in which are bound up his 
joys and sorrows, hopes and plans, con- 
stitutes a value real even although not 
reducible to dollars and cents, which 
cannot be overlooked. 

“In my opinion now is the time to give 
most careful consideration to the in- 
crease of our lines of farm mortgages. 
On the whole, a better day for the farmer 
is dawning. In changing their invest- 
ment policies, many companies have cur- 
tailed their farm mortgage lines dras- 
tically, making up such cuts to some ex- 


tent by increasing their holdings of city 
mortgages. 

“Personally, I believe there is no se- 
curity equalling in attraction the mort- 
gage on a reasonable moderate-priced 
home situated in a desirable location and 
occupied by the owner. The security in 
such a mortgage is bound to be kept 
up. The intangible though vital love 
of home adds materially to the intrinsic 
value of the mortgaged property, and it 
seems altogether right and proper that 
insurance funds should be used to pur- 
chase homes for our people. 

“The case is quite different in my 
opinion as to mortgages on_ business 
properties where changing conditions 
which occur in all our cities with some- 
times starting results to values, intro- 
duce an element of uncertainty which 
‘must be had in mind when making loans 
of this character.” 

President W. H. Hinebaugh, Central 
Life of Illinois, discussed laws affecting 
insurance fund investments with particu- 
lar reference to Illinois and Missouri. 
He also had a lot to say about farm 
loans in part as follows: 

“As a result of the World War and 
the high prices of the product of the 
soil, the value of farm lands were in- 
flated at least 100% and in some sec- 
tions of the country 200%. Unfortu- 
nately, many investment bankers and 
careful men in charge of the loan depart- 
ments of life companies seemed to be 
of the opinion that such prices were 
here to stay and made loans on the ba- 
sis of those inflated values. 

“After the War, when corn dropped 
from $2.30 per bushel to 40 cents and all 
other products of the soil suffered a pro- 
portionate decline, thousands of farmers 
throughout the country found themselves 
unable to meet their interest payments, 
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—— 
oper ing costs and taxes. All of which, 
in duc time, forced upon insurance com- 
pani and investment bankers the un- 
pleas.nt necessity of foreclosing mort- 
gages and acquiring title to innumerable 
farm: 

“T an satisfied from information I have 


that more than 40,000 farms are today 


owned by life insurance companies in the 
United States. Life insurance companies 
are not organized for the purpose of car- 
rying on farming operations and find it 


impossible to operate the farms which 
they have been compelled to acquire by 
foreclosure, at a profit; especially in 
these days when it is a well known fact 
that the average well-equipped farmer 
operating his own farm, under his per- 
sonal supervision, finds it difficult to 
make both ends meet. 


“A recent report of the Department 
of Commerce shows that gross average 
income declined 5% for the crop year 
ending June 30 and that net income after 
deducting expenses declined 20% for the 
preceding year. 

“In spite of discouragements of farm- 
ers, companies are not worrying over the 


farm situation so far as it concerns them, 
but feel confident that farm lands will 
soon begin to rise to somewhere near 
their real value in normal times. Hence 
they believe in the orderly marketing of 
the properties they own. They are in 
no great hurry to get rid of them. 

“Most companies are now insisting up- 
on a double appraisal. The appraisal of 
a bank or investment company through 
whom the mortgage is acquired and then 
an entirely independent appraisal by dis- 
interested parties. Some companies de- 
mand a contract under the terms of 
which the right to return the loan with- 
in a reasonable length of time is re- 
served, or the right to substitute a sat- 
isfactory loan for one which is not ac- 
ceptable. 

“Tt would be interesting to know just 
how many farms have been acquired 
through foreclosure proceedings by all 
the member companies of the American 
Life Convention. I think that we would 
be somewhat startled if we had before 
us the exact number of foreclosure pro- 
ceedings which all the member compa- 
nies of this convention have had during 
the last three years.” 


Bankers Hear Splendid Testimonial, 
To Life Insurance At Houston Meeting 


James Francis Burke, General Counsel, Pittsburgh Clearing 
House, Speaking Before American Bankers Association 
Pays High Tribute to the Prominent Part Insurance 
Business Has Played in the Building of America 


Dallas, October 26—H. G. Scott, vice- 
Life, Pittsburgh, 
attention: of the convention 


president Reliance 
called the 


to the American 


address before the 
Bankers Association of James Francis 


Burke, general counsel of the Pittsburgh 


Clearing House, at this week’s Houston 
convention of the bankers. Mr. Scott 
read several paragraphs of the address 
reading as follows: 


“It requires no genius to detail the 
countless blessings flowing from the fi- 
nancial forces centered in the insurance 
world, the thrift they have inspired, the 
want and suffering they have averted, 
the bereavements they have made lighter 
to beer and the mighty part they have 
played in the building of America. 


“From the stretching of railroads 
across the continents to the building of 
towns and cities beyond the western re- 
serve, the story of the capital, wisely 
furnished, is one in which every insur- 
ance executive in should 
evince a pride. 

“As money should be loved or hated 
for the things it does; condemned when 
it crushes and praised when it lifts our 
burdens, no agency through which money 
has been combimed and invested has 
wrought more wholesome results than 
American insurance. 

“A dollar in the hour of adversity has 
a value all its own. 


America 


Insurance is one 
investment in which we are building for 
tomorrow and that in itself is a mighty 
mainspring in human achievement.” 


Suicide and Murder Claims Under 


Large Policies Arouses Executives 


Instructions Sent Out by Companies for More Thorough 
inspections On Risks of $30,000 or More—Underwriting 
Restrictions Are Being Drawn Tighter—Legal Section 
American Life Convention Discusses Subject at Dallas 


Meeting 


Dallas, Oct. 26.—Life insurance ¢om- 


panies are so aroused over the recent 
Suicides and murders where it has de- 
veloped that the insured had a large line 
of insurance that it can be stated that 
Many of the compnaies are going to pay 
much more attention to preliminary in- 
“Pection of risks than has been the case. 
Strange as it may seem, companies have 


been assuming tremendous responsibili- 
ties without getting more than a routine 
inspection company report upon risks. 
Inspection companies are not being 
criticised. They are doing the best they 
can, but it stands to reason that many 
of their reports are routine and not 
thorough enough. They charge for a re- 
port only a dollar or two, and the in- 
formation given is about as much as 


could be expected for such a small 
amount. 

It is now known that several of the 
largest life insurance companies in the 
United States have within the past 
month given instructions that there 
should be more than a -routine report 
on all risks running from $30,000 up. 

It has been known for some time that 
the Mutual Life of New York has a 
large inspection force of its own, with 
representatives in at least twenty-five 
different cities, and that that company 
has been exceedingly fortunate in not 
being stuck on some of the recent sui- 
cides and murders. 

The Goldberg murder case in New 
York where a boy of twenty-one was 
smashed over the head with an oar of 
a boat and it was found that, although 
an associate of crooks, he had large in- 
surance, was an eye-opener to the life 
companies. 

This case got wide newspaper publicity 
and was exceedingly embarrassing to ex- 
ecutive officers throughout the life in- 
surance world. That a boy with such 
associates was able to obtain such a large 
coverage under the circumstances was a 
little short of amazing, and it has en- 
tirely changed the life insurance inspec- 
tion situation in the United States. 

It can be said with authority that un- 
derwriting restrictions are being more 
sharply drawn, that a closer watch is 
being kept of all risks, and that it will 
be much more difficult to get large iines 
in the future than it has been in the 
past. 

At the legal section of the American 
Life Convention this morning the subject 
of suicide consumed more than an hour’s 
talk, two papers being read on the sub- 
ject, and there were also discussions. 

The Hooper Holmes Bureau is furnish- 
ing special investigation service to life 
companies upon applicants for large 
amounts similar to the Mutual Life prac- 
tice. 





James V. Barry 
Talks On Growth 
Of New Companies 


Dallas, October 27—A new James Vic- 
tor Barry appeared before the American 
Life Convention today. The great wit 
of life insurance turned very serious and 
made an address without telling any of 
those funny stories which have convulsed 
so many conventions in the past, includ- 
ing, this very convention. Mr. Barry 
was on the platform as one of the three 
representatives of the Association of 
Life Insurance Presidents and_ the 
speaker representing that Association in 
carrying greetings to the American Life 
Convention. The other representatives 
of the Association of Life Insurance 
Presidents were E. Strudwick, Atlantic 
Life, Richmond and H. E. Aldrick, 
Equitable Life of Iowa, Des Moines. 


Mr. Barry was eloquent, solemn, 
poetic and painted a striking and inter- 
esting picture of life insurance and the 
American Life Convention. He said that 
the remarkable life insurance growth of 
this century with its expanding service 
and its increasing efficiency has not 
been the result of consolidation and 
combinations. 


On the contrary there has sprung into 
being during this period an amazingly 
large number of new companies without 
opposition or discouragement but rather 
with the encouragement, goodwill and 
co-operation of those previously occupy- 
ing the field. He said that to preserve 
the good name and to perpetuate the 
usefulness of life insurance is the com- 


mon heritage of each person in the life 
insurance business. He concluded as 
follows: 

“As industrial and commercial devel- 
opment proceeds, the welfare of the na- 
tion becomes increasingly dependent 
upon healthy business progress. This is 
equally true but in a greater degree of 
life insurance concerned as it is primarily 
with the maintenance of the home and 
family. 

“It may seem at times to cold business 
observers that we hitch our wagon to a 
star, but let us hope that the spirit of 
idealism which has been fostered and en- 
couraged by your great organization will 


ever pervade the institution of insur- 
ance.” 


Clarence C. Wysong, insurance com- 
missioner of Indiana, was the next 
speaker. He had come down to Dallas as 
a compliment to President Herbert M. 
Woollen of the American Life Conven- 
tion. 


Junior 
Officers’ 
Meeting 


Dallas, October 27—The Junior Offi- 
cers’ Association of the American Life 
Convention met today and elected the 
following officers: 

President, Morton Bigger, who is sec- 
retary of the American Life Reinsurance 
Company, Dallas; 

Vice-President, W. E. Bixby, who is 
assistant secretary of the Kansas City 
Life; 

Secretary, J. C. Higdon, who is secrre- 
tary and actuary of the Business Men’s 
Assurance Company. 

In the chair was John W. Cadigan of 
the New World Life. 

There about 20% of these 
young men who are to have an impor- 
tant part in the running of American 
Life Convention Companies in the years 
to come. The members are all junior 
officers of companies or departmental 
heads and the age limit of membership 
is thirty-five. 

President J. B. Reynolds of the Kan- 
sas City Life made an_ inspirational 
speech in which he advised the members 
to bear in mind always that it is senti- 
ment which rules the world. He told 
the Association what membership in it 
would mean in their future contacts. 

One of those present was James W. 
Stevens, II., vice-president of the IIli- 
nois Life, who conceived the idea of the 
Association. 


W. W. Putney, Head 
Of Midwest Life 


At Convention 

Dallas, October 27—William W. Put- 
ney, president of the Midwest Life, Lin- 
coln, Nebraska, is the youngest insur- 
ance president here in point of tenure 
of office, having been head of that com- ,, 
pany one month. He was assistant sec- 
retary when elected. His life insurance 
career of five years has been with that 
company which has nearly $24,000,000 in 
force. Before going into life insurance 
he was in the transfer and railroad busi- 
ness. 

After having been secretary of Ameri- 
can Life Convention golf association for 
ten years, Henry Abels has resigned and 
his successor is James Fairlie, vice-presi- 
dent and actuary of the Abraham Lin- 
coln Life which is located where the 
Abraham Lincoln Life should be located. 
In other words, Springfield, IIl. 
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To Continue American Service Bureau 
Under Greater Control of Convention 


Executive Committee Decides at Night Session to Keep the 
Bureau as a Separate Corporate Entity; Directors of 
American Life Convention Will Become Directors of the 
Bureau; Business of the Bureau Appraised at $250,000: 
Four Recommendations Discussed 


Dallas, October 27.—The affairs of the 
American Service 
cussed at 


3ureau so often dis- 
Life Convention 
meetings came in for extensive review 
tonight at an executive meeting of the 
convention when President Woollen said 
there were four things which could be 
cone with the bureau. 


American 


First—Make no change and allow it to 
continue at present, which is not: entire- 
ly satisfactory. , 


Second—Take the bureau entirely into 
the convention. 


Third—Dispose of the bureau com- 
pletely. 


Fourth—Change the structure of the 
bureau to give the convention complete 
control of its affairs through its execu- 
tive committee, at the same time con- 
tinuing it as a separate corporation 
owned by individuals who operate it for 
the sole benefit and profit of the con- 


vention. 

The executive committee heard the 
subject discussed by an impartial com- 
mittee which had been appointed, con- 


sisting of eleven men. The committee 
made a long report without recommen- 
dations but telling what would have to 
be done to carry out each of the four 
changes which can be made to continue 
the bureau. 

With the report of the committee 
there filed an appraisal of the 
American Service Bureau by E. P. Ken- 
yon, which he made in co-operation with 
Charles E. Anstett, New York Life; John 
J. King, Hooper Holmes Bureau; and 
Harry P. Gallagher, Mutual Life. 

The appraisal of the business of the 
American Service Bureau as a going con- 
cern was arrived at as $250,000. 

There were a number of talks made. 

The executive committee at 10:30 to- 
night decided to continue the American 
Service Bureau as a separate corporate 
entity but to bring it under the more 
direct control of the American Life Con- 
vention, and this will be done by having 
as directors of the bureau directors of 
the American Life Convention instead of 
independent directors which was the case 
formerly. 


was 


O. J. Arnold, President Northwestern Nat'l., 
Is Elected President of the Convention 


Minneapolis Executive Sueceeds H. M. Woollen, Who Becomes 
a Member of the Executive Committee; C. B. Robbins, 
President of the Cedar Rapids Life and Daniel Boone, 
President of the Mutual Life, Also Become Members of 


the Executive Committee 


O. J. Arnold, president of the North- 
western National Life, Minneapolis, was 
elected president of the American Life 
Convention. 

Mr. Arnold is a graduate of the Uni- 
versity of Chicago where he got the 
Bachclor of Science degree. He went 
with the Illinois Life as assistant to E. D. 
Stevens who was secretary of agency 
management. He was made assistant 
secretary and a year later became secre- 
tary, a director and a member of the 
executive and financial committees: of 
In 1925 Mr. Arnold was 
made president of the Northwestern Na- 
tional Life of Minneapolis. 

For some years Mr. Arnold has been 
one of the most prominent and influen- 
tial of the Northwestern Life Insurance 


that company. 


Co. executives and he played an impor- 
tant role on that committee which ad- 
justed the reserve difficulties which had 
caused a rift between the western and 
eastern companies. As a result of the 
work of that committee, Massachusetts, 
New Jersey, New York and Maryland 
adopted a modification of the IIlinois 
statute which removed all friction over 
the question of preliminary term valua- 
tion. 

Mr. Arnold is a member of the board 


of governors of the American Institute 
of Actuaries and has been an important 
mmber of the executive committee of the 
American Life Convention. He is a di- 
rector of the La Salle Hotel, Chicago; 





O. J. ARNOLD 


of the Stevens Brothers Corp., Chicago, 
and of the Illinois Life. 

J. B. Reynolds of the Kansas City 
Life, Kansas City, nominated Mr. Ar- 
nold for president and Senator Isaac 
Miller Hamilton, president Federal Life, 
Chicago, seconded the nomination. Harry 
L. Seay, president of the Southland Life, 
also praised Mr. Arnold. 

H. M. Woollen, president of the 
American Central Life, retiring president 
of the American Life Convention, C. B. 
Robbins, president, Cedar Rapids Life 
and Daniel Boone, president Mutual Life, 
were elected members of the executive 
committee of the American Life Con- 
vention for two years. 

The foregoing brought to a conclusion 
the Dallas convention of this great or- 
ganization of American life insurance 
companies. 





McAllister 
Chairman 
Legal Section 


Dallas, Tex., Oct. 25—Frank W. Mc- 
Allister, general counsel, Kansas City 
Life, has been elected chairman of the 
legal section of the American Life Con- 
vention and C. Petrus Peterson, counsel, 
Bankers of Nebraska, has been elected 
secretary. 





JAMES V. BARRY 





THOMAS W. BLACKBURN 


St. Louis 
Gets Next 


Convention 
Dallas, Oct. 27—The next annual 


con- 
vention of The American Life Conven. 
tion will be held in St. Louis. This will 


take the meeting back to the city where- 
in the headquarters of the Association js 
now located. 

When this was announced the cditor 
of The Eastern Underwriter asked 
Tarleton Brown, editor and publisher of 
“The Western Insurance Review” if he 
knew of any good reason why the meet- 
ing should go to St. Louis, he replied 
“Yes, hundreds of them.” Asked to name 
a few, he said: 

“St. Louis in 1867 had more ‘home of- 
fice insurance companies than any other 
city in the United States. There were 
fifty-four of them. Of that fifty-four 
only four are left, it is true, but, there 
are a bunch of new ones including some 
of the fastest growing life insurance com- 
panies in the United States,” and he 
named the Missouri State Life, Inter- 
national Life, Central States Life, Con- 
tinental Life, among others. 

Continuing, he said, “St. Louis is the 
home of the Browns, and by that I do 
not mean the Tarleton Browns, I mean 
the American League baseball Browns, 
which have not won a pennant in quite 
some time. Also, it is the home of the 
Cardinals which team represents St. 
Louis in the National League, and which 
were world’s champions last year. They 
did not do so well this year.” 

It was remarked to Tarleton that St. 
Louis might not be a good summer re- 
sort, to which he chirped up the state- 
ment: 

“That didn’t matter, as the Amer- 
ican Life Convention did not meet in 
the summer time.” 





Montgomery 
Makes Smashing 
Production Talk 


Dallas, October 27.—William Mont- 
gomery, president of the Acacia Mutual 
Life Association of Washington, D. C, 
had the convention gasping this after- 
noon as he made a smashing attack upon 
companies which are making a mad race 
for business. 

His statement that expense of manage- 
ment and cost to the consumer were not 
considered in this race for large volume 
and that bigger companies furnish insur- 
ance no cheaper than the smaller com- 
panies and therefore he could sce n° 
justification for all this pressure for paid- 
for business, was listened to with kcenest 
attention. 


He thought the large organi”ations 
should point the way to economy i 
management and reduction in cost and 
if they don’t the public will n:‘urally 
ask would it not be better to ‘ave 4 
number of smaller companies ail ove! 

* the land in order to avoid the en rmous 
concentration of wealth. 

When he concluded President ‘ oollen 
said: “Because of its frankness this 
one of the best papers ever di livered 
before life insurance company | fficets 
We cannot agree with everythi¢ that 
Mr. Montgomery said, but we w ld 0 


well to note his statements.” 


Mr. Montgomery did not give cut his 
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papc: to reporters here until just before 
its delivery. In another column of this 
issue will be found Mr. Montgomery’s 
pape in full. 
Gov. Moody 
Greets 
Convention 

Dallas, October 28—Governor Dan 


Moody of Texas met and conquered the 
members of the American Life Conven- 
tion today with his youth, charm of man- 
ner, inodesty and vigorous and _ truth- 
ful talk, painting a glowing picture of 
Texas. He was to have welcomed the 
convention on the opening day but could 
not. Today he arrived saying that he 
would not disappoint his friends, Harry 
L. Seay and other Texas executives. 
He told of the rapid growth of Texas 
cities, of its surprising variety of op- 
portunities including. the more recent 
development of industry which is now 
making its way alongside of oil, cattle 
and timber, and he emphatically declared 


that insurance companies made no mis-' 


take in doing business in Texas or in 
investing in the resources of the state. 

The convention gave the governor 
hearty applause especially as they know 
he is a man who is going far in the 
future. 


“Cy” Drew 
Arrives Here 
Exhausted 


Dallas, Oct. 27—Cyrus King Drew, 
editor and publisher of the Insurance 
Report, Denver, arrived at the American 
Life Convention meeting completely ex- 
hausted both mentally and physically. 
He was just in from Chicago where he 
had covered the convention of the Insur- 
ance Advertising Conference which has 
no.time for golf, automobile rides 
through the stockyards, dances and such 
entertainment. 

“Those advertising men are the busiest 
bunch of advertising hounds I ever saw,” 
he said. “They have not only one con- 
vention but about thirty as there was 
a meeting of some kind in nearly every 
room of the hotel. I rode up and down 
the el.vator so much that I was afraid 
to lock the elevator men in the face. 

“I did not eat for two days trying to 
keep track of what they were doing. 





“It was one of the most interesting 
groups of conventions I ever attended, 
howe\cr, because there was not a man 


in the crowd who did not know how to 
talk, ond there was not a man in the 
crowd who did not make a talk.” 





Resolutions 
Commendatory 
Of Many Things 


Dallas, October 28—There were no 
resolutions passed today at the American 
Life Convention meeting on problems of 
business, 

A resolution of the committee on re- 
lations with insurance commissioners dis- 
cussed the harmonious dealings between 
Companies and the various insurance de- 
Partments. It was regretted that there 
are so many changes in state department 
Personnel, such changes having taken 
Place in fifteen states. 

The committee has deplored the pos- 


Life Insurance Cost 
Can Be Lowered Without 
Retarding Progress 


ASSERTION OF WM.MONTGOMERY 





Raps Mad Rush for Paid-For Volume; 
Thinks Company Surpluses Some- 
times Rise Too High 





William Montgomery, president, Aca- 
cia Mutual Life Association, ,.Washing- 
ton, D. C., made a decided impression 
on the convention when he talked on 
Thursday on the subject of “Can the 
Cost of Life Insurance Be Reduced?” 
It was Mr. Montgomery’s contention 
that it could be without retarding the 
progress of the business and he deliv- 
ered his points substantiating this state- 
ment in rapid fire order. His speech in 
full follows: 

The Chamber of Commerce of the 
United States has as its motto, “If it 
is not good for the public, it is not good 
for the business.” It is entirely in this 


sibility of arriving at uniformity in life 
insurance because of the conflicting state 
statutes and regulations. 

A resolution was passed praising Dal- 
las for its hospitality, especially the kind- 
mess and courtesy of Harry L. Seay and 
A. M. Bigger of Dallas. 

Another resolution registered extreme 
satisfaction with the steady growth in 
influence and importance to insurance of 
the American Life Convention. H. G. 
Scott, vice-president of the Reliance 
Life, Pittsburgh, read the report of the 
membership committee and Franklin 
Mead, vice-president of the Lincoln Na- 
tional Life, read the report of the com- 
mittee on blanks. 

The Southwestern Life of Dallas has 
returned to membership in the Ameri- 
can Life Convention. 











Walter E. Webb On 
Agency Expenses 


And Allowances 


Dallas, Octobér 27—Walter E. Webb, 
vice-president of the National Life of 
U.S. A., Chicago, talked on expense and 
investment in agency organization be- 
fore the American Life Convention 
today. He illustrated how his company 
kept a careful picture of each agency 
new and old and a close check of ex- 
pense allocations. 

He thought that the greatest aid in 
agency expense is to be able to compile 
records and figures which enable the 
company to make an intelligent compari- 
son. Allowances should be tied to a 
definite production. It is a mistake to 
have an agent think that any allowance 
is chargeable to old business. Specific 
allowance should be made for specific 
expenditure for the company. 

He admitted that it was extremely dif- 
ficult to make rules and regulations rela- 
tive to expense, but each agency, its 
age, its record and distinctive circum- 
stances surrounding it should be the 


concluding factor in judging the agency’s 


allowance. 

Mr. Webb thought that there has 
been .too much emphasis upon the al- 
leged differences existing in the status 
of the home office man and the field 
man. An imaginary and oft-times in- 
correct line has been drawn. This has 
often resulted in the field man thinking 
that there is a distinction between him 
and the home office man. It is a mis- 
take for the field man to get too great 
an idea of his own importance or to think 
that the home office man is not valuable 
in the work he does. The home office 
and the field should work together. Each 
fills a definite gap and the closer they 
work the more effective. 


spirit that I desire this paper to be con- 
sidered. 

Every progressive business in the land 
is today analyzing itself to see if econ- 
omies of management cannot be effected; 
if waste cannot be eliminated; if pro- 
duction cannot be increased without ad- 
ditional cost; that both the business and 
the public may benefit thereby. 

In this commendable endeavor, seem- 
ingly no stone has been left unturned, 
no avenue unexplored. We have the 
World Economic Council studying the 
problems of the cost of business the 
world over with a view to the welfare 
of the public in all countries. We have 
the demand for economy in the business 
and affairs of the Nation by that truly 
great and wholesome man who now oc- 
cupies the White House, and the prac- 
tical benefit of it to the public in the 
large reduction of our national debt, as 
well as the reduction in expenses of con- 
ducting the affairs of the Government. 

We have the Department of Com- 
merce studying how reductions in cost 
can be ‘effected in every line of endeavor 
that comes within its scope; its able and 
efficient secretary preaching simplifica- 
tion and standardization, and showing 
how, through their practical application 
to a number of the principal industries 
of the country, great economies have 
been effected, great waste eliminated, 
with consequent benefit both to the bus- 
iness and the public. We have the bu- 
reau of standards of the government in 
Washington, assaying, analyzing, testing 
and, aside from its benefit to private 
business, saving the government hun- 
dreds of millions of dollars annually. 
Have the life insurance companies kept 
pace with this great movement? Have 
they assayed every item of expense and 
explored every avenue of cost? Have 
they analyzed their business methods 
from the standpoint of waste to see if 
they can reduce the cost to the con- 
sumer? 


Are We Growing Too Fast? 


There is a well-defined feeling all over 
the land, a feeling that is increasing in 
volume and intensity, that the cost of 
life insurance can and should be reduced. 
This feeling is not to be wondered at. 
Many of the companies have reached a 
size that staggers the imagination and 
the business increases at a rate un- 
dreamed of a few years ago. Reservoirs 
of wealth that the human mind cannot 
grasp have been accumulated and, from 
the inherent nature of the business, must 
accumulate even more rapidly with each 
succeeding year. 

The potential power and influence of 
this wealth on our national life, concen- 
trated as it is and directed by a few 
men, must sooner or later challenge the 
attention of the public, and the compa- 
nies posSessing it must justify its ac- 
cumulation, not only as a statutory re- 
quirement, but also by the handling of 
the funds so that they are of additional 
service to the policyholders. If these 
accumulations do not point the way to 
economy of management and reduction 
in cost, will not the people naturally ask, 
“To what purpose is their accumulation? 


What real benefit are they to the pub- 


lic, so far as cost is concerned ?” 

Science, hygiene, research, medicine, 
have well done their part in reducing 
the mortality cost of life insurance. Have 
the management of the companies done 
their part as efficiently and well in de- 
creasing expenses of management? Last 
year the savings in mortality on the or- 
dinary business of the old-line compa- 
nies, or the difference between the ex- 
pected and actual, was approximately 
three hundred and fifty million dollars. 
This amount was saved to the public in 
the cost of their insurance and indicates 
how effectively and well science, hy- 
giene, research and medicine have done 
their part. 


Where We Are at Fault 
In 1916 the ordinary business in force 
in the old-line companies was twenty bil- 
lions of dollars, in 1926 it had increased 
to sixty billions of dolars. I can find 


no compilation for all companies sepa- 
rating the expenses of management of 
the ordinary from the industrial busi- 
ness. I find, however, a table in the “In- 
surance Year Book” showing the ex- 
pense rate to mean insurance in force 
of eighty life insurance companies 
which gives the expense rate for 1916 
as $7.20 per $1,000, for 1926 as $8.20 per 
$1,000. That expense of management 
should decrease as the volume of busi- 
ness increases is axiomatic. Measured 
by this standard, we have not analyzed 
our expenses of management; we have 
not investigated the possibilities of waste 
to see if we are conducting the busi- 
ness in the most economical manner. I 
do not attribute this to any indifference 
on the part of the management of the 
companies to the interests of the pub- 
lic, but rather to the fact that the busi- 
ness has been growing so rapidly and 
the expense spread so enormous, because 
of the large number of policies in force, 
that the management has not appreciat- 
ed it and the public has not realized 
it. The objective of the management gen- 
erally has been focused on volume of 
paid-for business and expense of man- 
agement has seemingly been lost sight of. 

There is no other business that af- 
fects directly so large a proportion of 
the public as life insurance. That about 
half the population of the country carry 
life insurance evidences the correctness 
of this statement. The principle under- 
lying the cost of management of life in- 
surance companies is or should be no 
different from that in any other line of 
eudeavor. There is, however, this dif- 
ference; in any other line of endeavor, 
the expenses of management come di- 
rectly out of the business; in life insur- 
ance, a large part of it comes directly 
out of the pockets of the public, with 
the result that there is not the same urge 
for analysis of cost. The spread is so 
large and the business to the public gen- 
erally seems so complicated that they 
dc not realize nor appreciate how it af- 
fects them. 

Aside from the mortality cost, which 
scems to be steadily improving, there 
are, as I view it, five elements that di- 
rectly affect the cost of life insurance 
and that I feel we might profitably dis- 
cuss-—agency contracts, lapses, excess 
premium charges, taxes and surplus. It is 
fcr this purpose that I am suggesting 
them at this time, not in the spirit of 
criticism of the companies, but in the 
hope that the public may benefit thereby. 

Agency Contracts 

We all know that the first and great- 
est element of expenses of management 
in life insurance is in the field, in the 
acquisition of the business. So long as 
the companies as a whole have as their 
standard volume of paid-for business, in- 
stead of net gain, this will always be the 
hardest to control. If a person unfamil- 
iar with the business should read the 
advertisements of the companies gener- 
ally, and the literature put out for their 
field men, they could easily get the im- 
pression that there was no such thing as 
lapse with all its consequent loss and 
waste to the public, because the thing 
stressed most is volume of new paid-for 
business. While the companies have this 
as their standard and dangle it insistent- 
ly and persistently before the field men, 
they must not expect them to be par- 
ticularly interested in conservation. 
Agency contracts as a whole emphasize 
it, because they put a premium upon 
production without any penalty on lack 
of conservation. 

In any well-regulated and efficient 
business where economy is practiced 
and waste eliminated, an employe is re- 
quired to perform a specific task, to do 
a certain amount of work, to retain his 
position. The lazy, the inefficient, the 
drone, is eliminated. Life insurance bus- 
iness seems to be the exception. As 
a rule, men are continued as agents re- 
gardless of whether they produce $10,- 
000 of insurance every year or $100,000. 
There is no standard of production, or 
of the amount of work they must do to 


(Continued on page 17) 
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Secretary's Report By Claris Adams Teems 


With Progress Made)in the Past Ye 
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COMPANIES’ EXPERIENCE WITH TOTAL AND PERMANENT DISABILITY COVERAGE ADVERSE 
® 





Reviewed More Than 3,000 Legislative Measures; Has Given Advice Willingly On All Questions Pertain. 
ing To Litigation Matters; Praises Work Of New Publicity Department; His 


Co-operation With National Rehabilitation Conference 


Those who listened to the report of 
Claris Adams, secretary and counsel of 
the American Life Convention, this week 
were given the decided impression of the 
progress that had been made under his 
supervision. Mr. Adams referred with 
pleasure to the loyalty, efficiency and in- 
dustry of the entire force attached to 
the secretary’s office. He was also 
glad to say that the closest sympathy 
and spirit of co-operation had been dis- 
played between the Association of Life 
insurance Presidents and the American 
Life Convention on all occasions during 
the year. His report follows in full: 

The American Life Convention closed 
its twenty-second year with a member- 
ship of one hundred and forty-two legal 
reserve life insurance companies. These 
companies represent aggregate assets of 
more than two billion dollars and have 
almost twenty billions of insurance in 
force. They are domiciled in thirty- 
six states, the District of Columbia and 
Dominion of Canada. 

Throughout its history, this organiza- 
tion has played an important part in 
shaping thought and influencing action 
in the life insurance world. With aug- 
mented numbers and the increasing 
strength of its individual members, it 
should play no less a role in the future. 

Notes a Small Increase in Business 

The current year has been an impor- 
tant, if not a particularly eventful one, 
for life insurance. For the companies 
as a whole, it has been marked by a 
small increase in business written over 
the large volume of the year before. In 
certain sections of the country, however, 
economic conditions have been reflected 
in decreased production. A number of 
companies have shown a tendency to 
emphasize persistency rather than 
volume. 

There has been a trend among the 
younger and smaller companies to di- 
versify their investments so far as regu- 
latory laws would permit, doubtless in- 
spired by the recently less favorable ex- 
perience in the farm mortgage field. 

There has been a further advance in 
the field of non-medical insurance. Sev- 
enty-six convention companies now write 
business of this character within limits 


ranging from five hundred to ten thou- . 


sand dollars. The experience has been 
short, but in the main, it is reported to 
be favorable. There is still serious 
complaint among a large number of com- 
panies that experience with total and 
permanent disability coverage has been 
adverse. 

During the current year, the head- 
quarters of the convention have been 
removed from Omaha to St. Louis. Our 
new offices were opened the last week 
in October, 1926. The quarters are ade- 
quate and attractive, and the equipment 
sufficient with the exception of library 
facilities. 

This being my first year as secretary 
and general counsel, I have no basis 
for comparison, but I am informed that 
the routine work of the office becomes 
heavier year by year. 


Legislative Activities Loom Up Big 


During the present year, we have kept 
in touch with legislation during regular 


sessions in forty-four states, special ses- 
sions in eleven, and one session of Con- 
gress. More than three thousand meas- 
ures were received and analyzed, and 
those of interest to life insurance com- 
panies digested and distributed to the 
membership through the medium of 


thirty-seven legislative bulletins showing , 


bills introduced, action taken thereon, 
final disposition of the measures, and a 
general resume of insurance legislation 
finally adopted. 

The actual direction of legislative mat- 
ters for the convention was under the 
immediate supervision of Mr. Black- 
burn until the first of April, 1927. This 
included most of the legislative season, 
and he has submitted a detailed report 
on legislation for the year which will 
be a part of the proceedings of this con- 
vention. 

Suffice it to say here that the stand- 
ard incontestable clause was adopted in 
Colorado, North Dakota and Kansas; 
bill authorizing non-medical insurance 
was passed in Georgia, Idaho and North 
Carolina; the law requiring definite in- 
surable interest in beneficiaries was re- 
pealed in Indiana; a uniform group in- 
surance bill was passed in several states; 
the amortization law was passed in IIli- 
nois, Virginia and Alabama; a new code 
was adopted in Kansas; agency qualifi- 
cation ‘laws were presented in several 
states, but were passed only in Alabama, 
Connecticut and Maryland; an _ act 
granting permissive use of the American 
Men’s Table was enacted in Connecticut 
and defeated in Indiana. 


150 Life Insurance Laws Passed 


An unusually large number of tax in- 
creases were proposed, but were de- 
feated in every state except Ohio. There, 
due to an unusual political situation, the 
increase of premium tax from 2%4% to 
3%. fell like a bolt of lightning from 
a clear sky. It was agreed upon, intro- 
duced and passed within forty-eight 
hours, and the combined efforts of all 
insurance erganizations to secure the 
Governor’s veto were unavailing. Seri- 
ously threatened increases in taxation 
were defeated in Alabama, Florida, 
Georgia, and so far, m West Virginia, 
only by extreme efforts on the part of 
insurance interests, to which result the 
American Life Convention contributed 
an important and influential part. 

During the present year, about one 
hundred and fifty laws affecting life in- 
surance were enacted in the various 
states. These new laws, few of which 
seriously affect the vital interests of 
our companies, nevertheless touch upon 
every day practice of the business at so 
many points that it is necessary to issue 
two thousand new law digest cards, con- 
taining a digest of the laws in each state, 
together with departmental rulings and 
an annotation of important cases de- 
cided thereunder. These cards are now 
being prepared and will all be distributed 
before the end of the year. In addition 
to legislative bulletins, a large number 
of special bulletins have been prepared, 
containing miscellaneous information of 
general importance to our membership. 

The legal bulletin has been published 
with a new topical index and a cross 


reference of cases. During the current 
year, we have reported four hundred 
and forty-eight cases, exceeding by more 
than one hundred the number reported 
during the last convention year, and in 
a majority of instances, the case in 
question has appeared in the legal bul- 
letin of the American Life Convention 
before it was reported in the advance 
sheets of the general reporter system. 
Popularity of Cancellation Service 


Under the new system of making re- 
ports for the agents’ impairment file, 
whereby cancellations for non-produc- 
tion have been reported as well as can- 
cellations for cause, more than six thou- 
sand reports have been received and dis- 
tributed. Eleven hundred and _ seven 
cases showing cancellation for cause 
have been reported by one hundred and 
six companies. This is considered by 
many one of the most important ser- 
vices of the convention, and I am glad 
to say that there has been a large in- 
crease in the number of companies re- 
porting during the present year. 

Ve have prepared a number of sta- 
tistical statements and compiled data 
concerning a number of subjects. Among 
these are (1) statistical statement as to 
business of member companies; (2) a 
chart showing in detail taxes levied on 
life insurance companies in every tax- 
ing jurisdiction; (3) a resume of the 
laws affecting insurance of minors; (4) 
laws in reference to the writing of non- 
medical insurance; (5) a list of Conven- 
tion companies writing business of this 
character, together with the limits with- 
in which it is written, the limitations 
imposed and the resultigg experience. 

Never a week, and many times, scarce- 
ly a day passes without one or more 
questions being brought to the atten- 
tion of the secretary and general coun- 
sel on matters of litigation pending and 
legal questions, or questions of company 
practices which have arisen in the 
course of company business. In many 
instances, research is necessary to fur- 
nish authorities and prepare briefs. I 
am informed that more questions of this 
character have been presented to the 
convention during the past year than 
ever before. This, I cordially welcome, 
and hope that the companies will make 
even greater use of our facilities of this 
character in the future than in the past. 

Taxation Most Important Problem 


Perhaps of the questions of this char- 
acter which have arisen during the cur- 
rent year, those of general importance 
to most of the companies have related 
to taxation. Almost half of the conven- 
tion companies write coupon policies in 
some form. The Treasury Department 
has taken the position that reserves set 
aside to meet the coupon liability are 
not reserves required by law within the 
meaning of the current revenue act, and 
therefore, the companies are not entitled 
to deduct the statutory interest earnings 
thereon in making returns for taxation. 

After consulting with various actuaries 
and executives, I have prepared a brief 
on this subject for the Treasury De- 
partment. Most of the companies af- 
fected have appealed from the adverse 
decision of the department to the board 


of tax appeals. I have examined all 
briefs on this subject, assisted in the 
preparation of many, and have prepared 
myself to present the matter to the tax 
board when it arises. 

In this connection, the committee on 
blanks of the National Convention oj 
Insurance Commissioner passed a resv- 
lution, of which your secretary and gen- 
eral counsel was author, declaring that 
the coupon liability account was a re- 
serve required by law, intending thereby 
to assist in the litigation of this matter 
before the tax board. 
~The Supreme Court of the United 
States in the case of Duffy v. Mutual 
Benefit Life held that the reserves of 
mutual companies were invested capita 
within the meaning of the excess profits 
tax law, and therefore, normal earnings 
upon such invested reserves were not 
taxable. This had the effect of reliev- 
ing all mutual companies from the pay- 
ment of taxes under the excess profits 
law. 

The Treasury Department has taken 
the position, however, that this case is 
not decisive of the question as it affects 
stock companies. E. E. Rhodes, vice- 
president of the Mutual Benefit Life, 
and myself, representing the Association 
of Life Insurance Presidents and the 
American Life Convention, respectively, 
presented the matter to the Treasury 
Department and prepared a brief on the 
question. The ruling of the department 
was adverse, however, and the matter is 
now in process of litigation, several of 
our companies having cases pending 
Your secretary and general counsel ex- 
pects to assist in this matter also. 


Has Helped Rehabilitation Work 

At their invitation, I attended the Ne 
tional Rehabilitation Conference during 
the year. This is composed of the of 
ficials in each state who distribute fed- 
eral and state aid to disabled civilians 
The officers of this organization and my: 
self formed a tentative plan of co-opett 
tion whereby it is hoped that this or 
ganization will co-operate in the rehe 
bilitation of total and permanent dist 
bility cases of members of this convel- 
tion. The matter was referred to a joitt 
committee of the two organizations, the 
convention committee being he.ded by 
Lee Dougherty as chairman. He tt 
ports that the committee is at work 
details of co-operation between the tw? 
organizations, and that he hopes some: 
thing definite and helpful will be worked 
out during the next -year. 

For the first time, we have a 
department operated by a | 
publicity man. Any informatic. in tht 
convention office relating to i .portatl 
legislative proposals, unusual court d 
cisions ‘and matters of genera! interes 
to the companies, has been distribute! 
to the insurance journals and te publi 
press. This has resulted in mi ch mot 
publicity of convention activi‘ies th 
ever before, and I desire her: to % 


ublicity 
part-time 


knowledge the friendly co-ope. ation 
the insurance press in this reg:-d. OM 
of the achievements of this de artme 
has been obtaining the publication 
quarterly review of conditions iu the if 
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What American Life Convention Is, What 
It Has Done And is Attempting To Do 


HISTORY OF HOW THE VARIOUS DEPARTMENTS, COMMITTEES AND OFFICIALS FUNCTION 








President H. W. Woollen In His Address At Dallas Reviews Organization Since First Meeting in January, 
1906, In St. Louis; Has Encountered A Number Of Misapprehensions On The Part Of The Member- 
ship; Says This Has Been Reconstruction Year 


A general discussion of the American 
Life Convention, what it is, how it is 
made up, what it attempts to do, and 
what it has done this year was the topic 
of President H. M. Woollen’s address 
at Dallas this week. He stated among 
other reasons for giving a clear compre- 
hensive talk on the organization was 
because he had encountered a num- 
ber of misapprehensions on the part of 
the membership, with reference.to many 
points of the organization, and as this 
has been reconstruction year Mr. Wool- 
len took this opportunity to explain the 
one and many functions of the organi- 
zation. In part he said: : 7 
“Following the Armstrong investiga- 
tion, a general demand for Federal su- 
pervision of life insurance sprang up. 
This demand was vigorously supported 
by Theodore Roosevelt, then President 
of the United States. Coincident with 
the investigation, a number of new life 
companies came into being and were 
operated under various systems of val- 
uation. The executives of a number of 
these companies sensing danger to them 
and believing in the preliminary term, 
method of valuation, felt the need of an 
organization through which their mutual 
interests might be protected; and so, as 
Mr. Blackburn reminded us last year, a 
call for the formation of this conven- 
tion was sent out in 1905 by J. B. Rey- 
nolds, C. E. Dark, nad S. A. Foster. 
A preliminary conference was held in 
Chicago December 5th, and the organi- 
zation meeting was held in St. Louis on 
January 30, 1906. © 
“According to the announcement at 
that time, the convention was organized 
primarily as an association of western, 
central, and southern companies. Its 
purposes, as set forth in article II of 
the constitution, are as follows: 
““The American Life Convention is 
Organized for the purpose of encour- 
aging, upholding and maintaining the 
business of life insurance; the dissem- 
ination of information regarding the 
Science of life insurance; the uphold- 
ing of correct principles in the con- 
duct of the business of life insurance; 
the establishment and maintenance of 
confidence between the management of 
the companies composing the organi- 
zation and their policyholders; the 
correction of any abuses which may 
arise in the methods of transacting 
the business of life insurance; the pro- 
motion of cooperation, acquaintance 
and exchange of ideas among the ex- 
ecutive officers of its membership, and 
any and all other things incident to 
the welfare of insurers, insured, and 
the public in relation to the business.’ 
Early in its history, the convention 
Came out squarely as opposing Federal 
Supervision of life insurance, and. for the 
Preliminary term, method of valuation. 

€ first principle was soon established, 
ut it was many years before the valu- 
ation question was settled. It was only 
a lew years ago that the last line of 
States—New Jersey, Maryland, New 
ork, and Massachusetts came forward 
= laws or departmental rulings de- 
ne that both in theory and practice 
€ first year term, method of valuation, 

z 


was safe, sound and scientific. This 
briefly sets out the beginning of the 
American Life Convention, which is in 
fact the original organization of legal 
reserve life insurance companies. 


Membership 


“Membership in the convention is by 
company and not by individual, and the 
same theory is carried into the structure 





HERBERT M. WOOLLEN 


of the various sections of the conven- 
tion. It is open to legal reserve life in- 
surance companies having at least $5,- 
000,000 of ordinary life insurance at the 
date of their last statement. 

“The method of securing membership, 
as set down in Article IV of the By- 
Laws, has been modified by custom and 
takes this form: The name of the ap- 
plying company is submitted by the sec- 
retary to any other companies domiciled 
in the same state with the applicant. If 
they register no objection, the name is 
then submitted to the executive commit- 
tee. If the committee finds no objec- 
ion, the membership of the convention 


‘is notified of the application and if they 


make no objection within thirty days, 
the company is entered as a member. 
On the other hand, if an objection is 
received, the application is then reported 
to the membership committee. If the 
application receives the unanimous ap- 
proval of this committee, the company 
is enrolled as a member, with the ex- 
ception that if three or more company 
members have opposed the applicant and 
the membersip committee has been 
unanimously in favor of the admission 
of the company, the question must be 
referred to the next’ annual meeting. 
Each new member must pay a fee of 
$500 and every member must pay annual 
dues of $100. 

“The convention is a very highly or- 
ganized democratic institution. The ex- 
ecutive department consists of a presi- 


dent, an executive committee consisting 
of the president and six members, three 
of whom are elected each year for a term 
of two years; a_ secretary-manager, 
treasurer, and general counsel; an asso- 
ciate counsel, and an assistant secretary 
(the secretary filling the first four of 
these offices). All of these, except the 
president and members of the executive 
committee are now elected by the ex- 
cutive committee. 


DUTIES OF OFFICERS 
President 


“Aside from presiding at the annual 
meeting and at the meeting of the ex- 
ecutive committee, it is the duty of the 
president to represent the convention at 
meetings of various life insurance or- 
ganizations, such as the National Asso- 
ciation of Life Underwriters and the As- 
sociation of Life Insurance Presidents. 
As a rule, it falls to his lot to carry 
to these bodies messages of good will. 
Partly because I have little inclination in 
that direction, 1 have not followed this 
precedent. However, my real reason for 
not doing so was the belief that the in- 
terests of the convention would be better 
served were I to give place to the new 
secretary and thus enable the insurance 
public to become acquainted with him 
more speedily than it otherwise might. 


Executive Committee 


“This committee is the chief author- 
ity of the convention. General conven- 
tion business is handled here, and except 
in special cases when formal approval is 
required, its actions carry the full au- 
thority of the convention. The secretary 
of the convention acts as the secretary 
of the committee. 


“Many years ago the custom of per- 
mitting the former presidents of the con- 
vention to act with the committee was 
established. They exercise practically 
the same influence as does a regular 
member, with the exception that they are 
not entitled to vote. On the whole, it 
may be said that this custom has been 
of great benefit as it has provided a 
means whereby continuity of thought 
and action might be had. The success 
of thé convention may be said to be 
largely due to the fact that it has been 
wise in its selection of members of this 
committee and in giving them the free- 
dom of action necessary to the success 
of such an enterprise as this—where so 
many diversified interests must be cared 
for. 

“This committee holds at least two 
meetings in connection with the annual 
meeting of the convention and holds two 
or more meetings during the convention 
year, either during the meeting of one of 
the sections or in connection with that 
of some important insurance body. 

“Through the president of the conven- 
tion and the secretary, the executive 
committee keeps close contact with all 
activities devoted to the welfare of life 
insurance and with others interested in 
various branches of insurance. In this 
way, the affairs of the companies with 
insurance departments, legislative bodies, 
various boards and commissions belong- 


ing either to the state or the national 
government are looked after and pro- 
tected in a very efficient way. 


Associate Counsel 


“Following his resignation as secretary 
Mr. Blackburn was appointed associate 
counsel of the convention. In spite of 
his desire to be relieved of his duties, he 
has worked very earnestly throughout 
the year, not only on behalf of the 
convention but also in assisting the new 
secretary in establishing himself. 


The Secretary 

“Claris Adams, succeeding Mr. Black- 
burn, was elected secretary of the con- 
vention and took over the office at the 
beginning of this year. He has general 
charge of the administration of the af- 
fairs of the convention. He is burdened 
with the duty of visiting each year as 
many of the companies as possible. Oc- 
casionally he attends and addresses their 
agency or other company metings. This 
I regard as one of his very important 
duties. He also attends sessions of the 
various legislatures, when life insurance 
matters are being considered, for the 
purpose of seeing that no unwise meas- 
ures are put on the books of the states 
through misinformation or lack of 
knowledge. It may be said here that 
the secretary does not assume the usual 
role of a lobbyist. The conception is 
that it is the duty of the convention to 
place accurate information before legis- 
lative bodies, commissions, insurance 
departments and others relative to the 
needs of this business, on the theory that 
when they are actually in possession of 
such information, their action will be for 
the good of the business. 

“Notwithstanding the fact that we are 
subject to the control of many insurance 
departments and legislatures, it may be 
said that on the whole and largely as a 
result of influences similar to ours, our 
laws are excellent and have tended to 
promote the extraordinary growth of the 
life insurance idea in this country. This 
has been an exceedingly active year in- 
sofar as legislative and departmental af- 
fairs are concerned. Federal and state 
tax questions have been much in evi- 
dence, and it has been deemed wise to 
have the secretary and associate counsel 
assist in handling several of these cases 
before the courts and taxation authori- 
ties. In all these activities, the secre- 
tary has been very ably supported by 
the assistant secretary, Mrs. L. F. Bey- 
mer, who has general charge of the con- 
vention office and who has served in this 
capacity for a number of years. 


State Vice-Presidents 

“It has been customary for the officers 
of the companies located in each state to 
name from their number a vice-president 
of the convention for the year. It is 
the business of each vice-president to 
keep in touch with the insurance affairs 
of his state and particularly to keep 
himself informed as to the acts of his 
legislature, insurance commissioner, and 
other regulating authorities. He is ex- 
pected to inform the secretary’s office 
concerning them from time to time, so 
that when necessary the welfare of the 
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companies and their policyholders may 
be promptly protected. . 
Sections 


“As the convention has developed, it 
has been deemed wise to divide it into 
sections. The first of these was the le- 
gal section. This was followed by the 
medical section and the Junior Associa- 
tion. The purpose of the convention in 
thus sub-dividing itself was to provide 
suitable places for the detailed study of 
the more important problems of the busi- 
ness. Some members have expressed 
themselves as feeling that the convention 
is over-developing itself in this connec- 
tion. However, a majority of opinion 
seems to be that a life insurance com- 
pany is made up of a number of highly 
specialized departments and that several 
of these are important enough to justify 
a division of the convention to serve 
their special needs. 

“Further, it is felt that the section 
plan tends to prevent the formation of 
independent societies devoted to the in- 
erests of these departments and by so 
doing reduces the companies’ convention 
costs, both in time and in money. The 
theory is that attendance at the conven- 
tion could be confined each year to those 
officers most interested in the questions 
coming before that particular meeting, 
thus doing away with the necessity of 
sending groups of officers to numerous 
meetings of independent conventions. 
Experience seems to prove the wisdom 
of this plan, which very closely follows 
that of the great American Medical As- 
sociation. 

“The convention has been slow to form 
these sections, and, as a result, the 
agency officers have formed their own 
society, the actuaries theirs, the office 
managers theirs, and the suggestion is 
now being heard that the industrial com- 
panies should form theirs. Possibly ne- 
gotiations with some of these organiza- 
tions might result in their affiliation with 
the convention as sections, 

Legal Section 


“The legal section was created in 1906 
at the suggestion of Dan W. Simms of 
the Lafayette Life. Later, at Indianap- 
olis, he presented the rules under which 
the section has since operated. A. D 
Christian of the Atlantic Life is now 
chairman. This section has been ex- 
ceedingly zealous in its study of the le- 
gal problems of the insurance business: 
I think that I am entirely within the 
truth when I say that it has come to be 
regarded as one of the important legal 
societies of the country. 

Medical Section 


“The same thing may be said of the 
medical section, which was organized at 
Des Moines in 1910, and of which Dr. 
Ross Huston of the Bankers Life is 
chairman. It has done an enormous 
amount of work in educating the med- 
ical examiners of the companies and in 
the study of diseases and health ques- 
tions from the insurance point of view. 
Here also rests the responsibility for 
carrying out the arrangement which was 
lately worked out between the conven- 
tion and the medical information bureau, 
whereby the files of the bureau became 
available to our member companies, 
while their medical directors became 
eligible to membership in the Life In- 
surance Medical Directors’ Association 
of America. 

“The Junior Association of which John 
W. Cadigan of the New World Life is 
president, was first proposed at the In- 
dianapolis meeting in 1922. This depart- 
ment brings the younger officers of the 
companies together with the view of in- 
teresting them in the more general as- 
pects of their work and of familiarizing 
them with the work of the convention 
itself. The organization seems to be 
growing steadily in point of numbers and 
in importance. 

Agents and Agencies 


“The convention has fourteen standing 
committees, the first being the commit- 
tee on agents and agencies. James A. 
McVoy, president of the Central States 
Life, is chairman of this committee. Its 
business is to make a general study of 


agency questions, and it has been large- 
ly responsible for certain resolutions 
relative to agency practices for which 
the convéntion stands. At the present 
time its attention is given more particu- 
larly to the development of the agents’ 
impairment bureau. A serious attempt 
has been made this year to develop this 
bureau to a point where it will serve 
the companies more efficiently than in 
the past, in their efforts to secure only 
desirable field representatives. The 
committee will report to you but, in 
passing, I wish to urge all of you to 
use the bureau more freely. You will 
be serving your own agency depart- 
ments and at the same time promoting 
the interests of all the members of the 
convention if you will do so. , 
Blanks 


“This committee, of which Franklin B. 
Mead, ‘vice-president of the Lincoln Na- 
tional Life is chairman, was one of the 
first committees formed by the conven- 
tion. It became necessary through the 
need of a medium for conference with 
a similar committee of the Insurance 
Commissioners’ convention and one from 
the Association of Life Insurance Presi- 
dents regarding annual report forms. At 
the time it was organized, there was a 
feeling that other standardized reports 
might be required of the companies. 


While this demand has not grown to 
any considerable extent, the committee 
is prepared to assist in developing them 
should occasions require. The present 
standardized annual report of the com- 
panies is largely the result of the joint 
efforts of these three groups. 


Credentials 


“S. B. Bradford, secretary of the 
Central Life of Illinois, is chairman of 
this committee, which was originally 
suggested by Mr. Blackburn. The du- 
ties are obvious and light unless, per- 
chance, a question as to the authority of 
some person to represent a given com- 
pany were to arise. Questions of this 
kind have developed in the past, but for- 
tunately have never reached the conven- 
tion. 


Departmental Supervision 


“This important committee, of which 
Frank P. Manly, president of the Indi- 
anapolis Life is chairman, was provided 
for in the original articles of the con- 
vention and was created as a means 
through which the convention might keep 
in touch with the various insurance de- 
partments. Happily, no serious ques- 
tion requiring extraordinary attention 
has ever arisen, but it may, and the 
convention should see to it that the mem- 
bership of this committee is made up 


~~ es 


from among those well qualified to han- 
dle the peculiar matters which might be 
presented to it. 


“Robert W. Lay, president of the Na- 
tional Life of Chicago, is chairman of 
the finance committee. It is also an 
original committee, and its duties con- 
sist in auditing and reporting upoi the 
financial transactions of the convention 
and E. E. Sallee, secretary of the Bank 
Savings Life, is chairman of the criey- 
ance committee, which happily has not 
yet had any service to perform. C. F, 
Williams, vice-president of the Western 
and Southern Life, is chairman of invest- 
ment problems of the companies. 


“The committee on medical examina- 
tions having Dr. DeZell Hawley, med- 
ical director of the Atlas Life as chair- 
man, is an original committee. lt was 
quite active in the negotiations between 
the convention and the Insurance Ex- 
change, which preceded the formation 
of the medical section of the convention, 
Since then it has been comparatively in- 
active. The non-medical question offers 
a fruitful field for study by this com- 
mittee. 

“Membership—H. G. Scott, vice-presi- 
dent of the Reliance Life, is chairman 
of the committee. It is another original 
committee and functions principally un- 
der section IV of the by-laws of the 
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sage to others. 
all, teach yourselves to love 
surely as night follows the day. 


Is it to be wondered at that the 


The Scope of the Salesman 


(Extract from Address to Agents) 


The scope of the salesman is of wide range; the nature of the work 
is in some respects of peculiar character; the results, however, are of 
inestimable value to individuals as well as to organized society in gen- 

Life insurance has never occupied a more important position in 
its relationship to duty and patriotism than it does today. 
mortgages; it pays taxes; it educates the youth; it is a- support to the 
widow; it is an anchor for independence in old age; its benefits will meet 
the requirements of the future as well as in the past and present. Thor- 
oughly sell yourselves and resolve in your own mind to carry the mes- 
Be thoughtful; be considerate; be courteous, and above 
your work. Your reward will follow as 


J. B. REYNOLDS, 


_The sentiment above expressed permeates the organization of this COM- 
PANY and underlies the successful experience of its agents. - 


It is the solid rock on which the 360 million dollars of insurance in force 
and the $45,000,000.00 of assets is built. 


Annual educational conferences are held thruout the forty states in which 
the Company operates, which bring practical sales help to every agent. © 
y produce $100,000,000.00 of new business 


Kansas City Life Insurance Company 


Home Office, 3520 Broadway 


Kansas City, Missouri 
J. B. REYNOLDS, President 


It pays 


President. 
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convention, although this year it has 
been quite active in encouraging the 
grow'h of the convention. I am happy 
to report that some of the companies 
which retired from the convention dur- 
ing the turmoil over the service bureau 
have returned and that there is a pos- 
sibility of still others returning. 

“Miscellaneous Subjects—This commit- 
tee, of which F. L. Brown, president of 
the Kkockford Life, is chairman, is an- 
other of the original committees. As its 
name implies, its business is to consider 
such matters as come up during the 
course of the year not properly belong- 
ing to other committees. 

“Next Annual Meeting Committee— 
The committee on next annual meeting, 
of which W. W. Moore, vice-president 
of the Inter-Southern Life is chairman, 
has the important duty of considering 
invitations for the general meeting of 
the convention and making its recom- 
mendations thereto. 

“Resolutions—This committee, of 
which A. C. Bigger, president of the Re- 
insurance Life is chairman, has come, 
through custom, to serve as the memo- 
rial committee. To it are also referred 
such questions as seem to demand con- 
sideration before being submitted to the 
convention. 

“Uniform Laws—The committee on 
uniform laws, of which Guilford A. 
Deitch, general counsel of the, Reserve 
Loan Life, is chairman, is still another 
of the original committees. It was 
formed through a desire to assist in 
bringing about as much uniformtiy in 
the various insurance laws as possible. 

“Publicity—A committee on publicity 
was created this year. The secretary of 
the convention is chairman. C. A. Cart- 
wright of the National Underwriter; 
Clarence Axman, of The Eastern Under- 
writer, and Charles Dobbs, of the Insur- 
ance Field, make up the membership. 
Through their efforts and those of our 
convention publicity agent, they have 
secured a very considerable volume of 
desirable publicity for the convention, 
which has never come our way before. 
My opinion is that there is a great op- 
portunity here for the convention if the 
committee can be given sufficient lati- 
tude in its work. 

“There are five special committees, 
namely : 

“Reorganization of Secretary’s Office 
and Ainerican Service Bureau—The work 
of this Committee is obvious and is re- 
ferred to elsewhere. 

“Under Average Lives—C. H. Beckett, 
actuary of the State Life, is chairman 
of this committee. It has given consid- 
erable study to the subject of sub-stand- 
ard insurance and probably will be heard 
from again in the future. 

“Total Disability—The committee on 
total disability, of which Henry Wireman 
Cook, medical director of the North- 
western National is chairman, has been 
quite active. In 1923 it made a very 
thorough report on the subject as it 
then stood. It is my understanding that 
the Committee will be heard from again 
at a later date. 

‘Lapses—This committee, of which 
Harry L. Seay, president of the South- 
land Life is chairman, was organized at 
his suggestion. A special appropriation 
for carrying on its work was made by 
the convention. In 1924 an important re- 
Port was made, but since that time, the 
Committee has been comparatively inac- 
tive. The subject is one of such impor- 
tance that its work should be resumed. 

American Service Bureau—R. , 

tevens, president of the Illinois Life is 
chairman of this committee, which was 

Originally appointed in 1923 by H. R. 
Cunningham, then chairman of the con- 
vention. The committee has served as 
4 special representative of the convention 
with respect to the bureau, in that it 
mM inspected its accounts from time to 
Ime and made a study of its affairs and 
reported upon them to the convention. In 
preg I would say that the committees 
a Convention having to do with act- 
sh Py jects do not function as they 

ould. Every effort should be made to 
ncourage them to undertake the re- 
Search and study. which their subjects de- 





mand, and no man should accept a place 
on one of them unless he is willing to 
devote the time and make the effort 
which their work requires. 

Office of Secretary 

“The secretary’s office, as might be 
supposed, is a busy place. One of the 
principal activities is that of each year 
editing, printing, and distributing the 
proceedings of the convention and its 
sections. Another is the compilation and 
publication of a monthly legal bulletin 
which contains up to date digests of 
opinions of courts of last resort in all 
cases affecting life, health, and accident 
insurance. An average of perhaps forty 
cases is reported upon in each _ bul- 
letin. This information is gathered 
through a complicated and highly de- 
veloped reporting system and is of great 
value to the legal departments of our 
companies. The bulletin is indexed 
monthly, and every six months a com- 
plete index with cross references is pub- 
lished. The counsel of every life insur- 
ance company in the United States and 
Canada receives a copy of this publica- 
tion. 

“Another activity of the office is that 
of furnishing a card index digest of in- 
surance laws of the various states; com- 
missioners’ rulings, and opinions of at- 
torneys-general, together with the refer- 
ences to important or unusual cqurt de- 
cisions with exact data as to where the 
originals may be found. It carries an ex- 
cellent cross reference file, as well as 
calendar cards which enable users of 
the index to determine the chronological 
order of the decisions. The index now 
contains about 5,000 reports. 

“A list of some 1,500 attorneys, located 
throughout the country, is kept in the 
Secretary’s office.. These names repre- 
sent men who have been recommended 
for satisfactory service by the member 
companies. The list is up to date and 
is checked twice a year. 

“The practice of issuing special bul- 
letins whenever events of importance to 
the insurance business have occurred has 
been followed by the secretary’s office 
for years. The scope of this activity 
has been somewhat widened this year. 
The more important of the bulletins sent 
out have been: 

1. A bulletin respecting excess profit 
taxes as represented by the decision of 
the well-known Mutual Benefit case. 2. 
A bulletin on the coupon liability dis- 
cussion with the Internal Revenue De- 
partment. 3. A bulletin regarding laws 
respecting medical examinations and non- 
medical insurance, together with a chart 
showing the practice and experience of 
the twenty-six convention companies do- 
ing a non-medical business. 4. A bul- 
letin carrying data respecting premium 
taxes collected from life insurance com- 
panies in all states. 5. A bulletin carry- 
ing a report of the National Convention 
of Insurance Commissioners with respect 
to making the American Men’s Table 
permissive. 

“Another important duty of the office 
is that of preparing the familiar Con- 
vention Manual. This contains an alpha- 
betical list of the members; the corres- 
ponding officer, the general cotinsel, and 
the medical director of the companies. 
It -carries the constitution and by-laws 
of the convention; the important resolu- 
tions which have been adopted from 
time to time; a list of the membership 
by state, and a statistical statement with 
respect to them. The manual is issued 
twice a year, once immediately following 
the annual meeting and again just before 
the next annual meeting. 

“An up-to-date letter filing system 
with a complete cross reference is being 
installed in the office, so that the great 
mass of correspondence which has accu- 
mulated over the years and which is of 
very great value to the convention may 
become completely available. A thorough 
system of accounting is maintained on a 
somewhat more elaborate scale now than 
heretofore. The books are audited once 
a year, both by a certified public ac- 
countant and by the finance committee 
of the convention. : 

“The assistant secretary is now en- 
gaged in the preparation of an office 


manuak for the use of the employes of 
the conVention. It will contain a short 
statement of the general character of 
the convention and of their work . for 
it. This will be followed by an outline 
of the sub-divisions of the office and will 
set forth an accurate description of the 
duties of each person, so that if a va- 
cancy occurs or if a member of the 
staff be absent for a considerable length 
of time the new incumbent may handle 
the .work of his desk without embar- 
rassment to himself or to the office. 
With removal of the convention to St. 
Louis. it was naturally deprived of the 
use of Mr. Blackburn’s library. To sup- 
ply that need, the secretary has been au- 
thorized by the executive committee to 
procure various sets of law reports and 
insurance text books as a nucleus for 
a substantial library in the convention 
headquarters. 
Legislative Matters 


“During the current year more pro- 
pesals for increasing taxes of the life 
insurance companies were offered than 
had ever been presented before. Fortun- 
ately, these were stopped everywhere 
except in Ohio, and I am happy to be 
able to state that both the secretary and 
the associate counsel were very active 
in helping to meet these emergencies. 
You may be interested in knowing that 
something over 2,500 proposed measures 
have ben received at the convention office 
from the various legislatures. These 
were carefully examined, compared with 
the existing laws, and given whatever 
attention they seemed to require. 

American Service Bureau 


“Following the retirement of Dr. Sim- 
mons as president of the American Serv- 
ice Bureau, Claris Adams was elected to 
succeed him and has been largely respon- 
sible for the conduct of the bureau’s 
affairs this year. This work makes a 
considerable demand upon his time. The 
bureau is making substantial progress, 
but if it is to be the success that was 
promised, it must have much additional 
support from the members. L. N. Parker, 
formerly manager of the Denver office, 
was elected vice-president and director 
of the bureau, succeeding Fisher Sim- 
mons. He has been in active charge of its 
operations throughout the year. M. B. 
Cedarstrom is secretary of the organiza- 
tion and has charge of the general St. 
Louis office. 

“Our studies of the scheme of organi- 
zation of the bureau and its methods 
of operation have suggested-a number of 
important changes, some of which have 
already been put into effect, while cer- 
tain others will be brought to your at- 
tention at the executive session. 


Actuarial Committee 


“In the course of the year a number of 
questions arise which are more or less 
actuarial in their nature. At present we 
have no definite method of handling 
them. The secretary has been forced to 
gather what information he could and 
answer the questions, with the result 
that he has occasionally been suspected 
of considering himself an actuary. The 
executive committee has consented to the 
appointment of a committee on actuarial 
subjects, the membership to be made up 
from among actuaries of the member 
companies. This committee will serve 
as a consulting board for the secretary 
and executive committee. 

Financial Section 

“This is the new section, which if I 
am to judge from the expressions I have 
received, supplies a much needed addition 
to our activities. Most of our companies 
have invested their funds very largely 
in farm mortgages, while formerly it was 
the custom of the older and larger com- 
panies to invest in stocks, bonds and city 
properties. During recent years these 
companies have devoted more attention 
to the farm mortgage field; the Federal 
Land Banks have been organized and 
other sources of money have sought this 
field, with the result that its former at- 
tractiveness has disappeared to a con- 
siderable extent. During the same pe- 
riod, the farmer has fallen victim 
to almost every form of adversity 


which could come his way. All of these 
things have combined to develop one of 
the most unsatisfactory situations which 
has ever existed with respect to the 
farm mortgage. On the other hand, the 
investment ot money in other fields has 
become more complicated and in many 
imsiances less profitable. 

“All of these circumstances suggest 
many problems to which the investment 
section might devote its careful atten- 
tion. I mention them here merely to 
emphasize the possible importance of 
this section and to bespeak for it your 
thought and support, believing, as | do, 
that nothing in our business today de- 
mands more serious attention as do its 
investment questions. 

“As chairman of the convention, I have 
had in mind five principal things which 
I wished to’ accomplish. 

“1. The transfer of the Convention 
headquarters from Omaha to its new 
offices in St. Louis, together with the 
removal of the offices of the American 
Service Bureau from New Orleans to 
the convention headquarters in St. Louis, 
and in both cases bring about such ex- 
pansion of their activities and reorgan- 
ization of their methods as conditions 
would permit. 

“2. The establishment of a_ publicity 
department through which information 
with respect to life insurance affairs 
might be passed on to the general pub- 
lic. I felt that the convention itself, 
as well as its company members, should 
become better known to the public at 
large and that such news items and edi- 
torial comments as would be developed 
through this means could be used to 
very great advantage by the companies 
in their own publicity activities. 

“3. The establishment of a financial 
section, where, as I have already ex- 
plained, the investment and general fi- 
nancial problems of the member compa- 
nies could be studied, ideas exchanged 
and suggestions for the improvement of 
that angle of the business evolved. 
4. The appointment of a consulting 
committee of actuaries; and 5. The au- 
thorization of a special committee on 
aviation. 

“In order that the transfer of the con- 
vention offices and the, bureau headquar- 
ters might be made in a comprehensive 
way, a committee consisting of Messrs. 
Blackburn, Adams, Graham, Seay, Laird, 
Fisher Simmons was appointed to direct 
it. The work was accomplished without 
friction or delay, and both of the offices 
are now operating in quarters, which, 
while not elaborate, are commodious and 
ample in every way for the work of the 
convention and of the bureau. I have 
already explained plans with reference to 
the publicity department, as well as the 
purpose of the actuarial committee. As 
you are all aware, the new financial sec- 
tion is organized and in operation. The 
problem of what to do with aviators is 
insistently demanding attention and it 
will be the duty of the committee on 
aviation to begin a study of the question 
in an effort to find the answer. 

“You will see from all this that, as I 
said in the beginning, we have a rather 
highly organized institution which has ai- 
ways been exceedingly aggressive in the 
interest of its members, as well as the 
whole institution of life insurance. The 
need for this service was never greater 
than’ it is now. We are confronted to- 
day with an increasing number of prob- 
lems. We appear to be entering thé- 
most fiercely competitive period of our 
history. It is true that the business has 
always been competitive, but heretofore 
competition was largely in rivalry for 
agents and rivalry for volume, while the 
competition we now seem to be fac- 
ing is one of costs. More and more 
the business tends to ‘lose its human 
and somewhat spiritual qualities and to 
become more and more a pure dollar and 
cent proposition. The tendency to sell 
insurance on a basis of premium rates 
only seems to be greatly on the increase 
and the scramble for size never was 
more abroad in the land than it is now. 
Increasing and unwarranted encroach- 
ments upon the policyholder by the tax- 

(Continued on page 12) 
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Ideals And Aims Junior 
Am. Life Convention 


MADE UP OF 47 





COMPANIES 





J. W. Cadigan, Ass’t Sup’t. Agents, New 
World Life, Explains Status 


of Organization 





John W. Cadigan, assistant superin- 
tendent of agents of the New World 
Life at Spokane, Washington, gave an 
interesting address on “The Junior As- 
sociation of the American Life Conven- 
tion,” of which he is president at Dallas 
this week. In part he said: 

“Just prior to the New Orleans meet- 
ing of the American Life Convention in 
1924 a small group of young men, whose 
privileges it had been to attend several 
meetings of the American Life Conven- 
tion, conceived the idea of forming some 
kind of an organization for the younger 
members of the American Life Conven- 
tion. - 

“We felt that the young man attend- 
ing the A. L.-C. sessions for the first 
time was not acquainted with the back- 
ground ef the A. L. C., its aims and 
ideals, and we were of the opinion that 
by organizing these younger men into a 
separate group with a definite purpose 
that we could do much in the way of 
bringing the A. L. C. and what it stands 
for, closer to the junior membership, 
thereby fitting ourselves for a more ac- 
tive participation in the work of the Am- 
erican Life Convention in time to come. 

“We were of the impression that the 
older members of the American Life 
Convention would be in sympathy with 
such an organization and that the par- 
ent group would endorse such a move- 
ment and lend its support. 

Association Members 

“At the inception of the junior asso- 
ciation the members numbered nine. In 
1925 there were seventeen companies 
represented in its membership. The 
following year showed an increase of 
seven new members, and today it gives 
me no little pleasure to announce that 
there are forty-seven member companies 
represented in the Junior Association. 
The member companies, as shown in the 
secretary’s report for 1927, are as fol- 
lows: 

American Bankers, American Life, 
American Life Reinsurance Co., Ameri- 
can Life of Detroit, American Central 
Life, Amicable Life, Atlas Life, Bankers 
Reserve, Business Men’s_ Assurance, 
Capitol Life, Cedar Rapids Life, Central 
Life,. Central States Life, Connecticut 
General, Equitable Life, Detroit Life, 
Eureka-Maryland Assur. Corp. Federal 
Life, Franklin Life, Great Northern 
Life, Home Life, Illinois Life, Kansas 
City Life, Merchants Life, Mid-Conti- 
nent Life, Midland Mutual Life, Nation- 
al Fidelity Life, New World Life, Ohio 
National Life, Old Line Life, Pan Am- 
erican Life, Peoples Life, Peoria Life, 
Pilot Life, Public Savings, Register Life, 
Reinsurance Life, Reserve Loan Life, 
Scranton Life, Security Life & Trust 
Co., Southeastern Life, Southern States 
Life, Southland Life, Standard Life, 
United Fidelity Life, United Life & Ac- 
cident. 

“Our ultimate goal is that every mem- 
ber company in the A. L. C. shall have 
a representative in the Junior Associa- 
tion, and if our growth in the next three 
years is as great as it has been in the 
first three years of the association’s ex- 
istence, this goal will surely be attained. 

“In order to reach this point, however, 
we are dependent upon the support of 
every member company of the A. L. C. 
We sincerely believe that we can help 
the younger men in your official fami- 
lies, and bring them to a better appre- 
ciation of that great business in which 
we are all so keenly interested. 

Aims of Association 

“For the benefit of those who may 
not be aware of the aims and ambi- 
tions of the junior association, let me 
say that the membership is restricted to 
men under thirty-five years of age, 
whose home office duties are of such 


nature as shall, in the opinion of senior 
officers of member companies, entitle 
them to the benefits of what might be 
well termed an apprenticeship in A. L. C. 
affairs, thereby fitting them in years to 
come to better and more intelligently 
cope with such problems of company or 
association work as shall be delegated 
to them. 

“For the further benefit of those mem- 
bers of the parent body whose apathy 
regarding the growth of aims of the ju- 
nior association may have been inspired 
by the feeling that the ‘tail was attempt- 
ing to wag the dog,’ let me say that the 
junior association, as a body, and its 
members as individuals, are neither striv- 
ing for, nor expect, undeserved recogni- 
tion. Our representatives at this con- 
vention have come to sit at your feet 
to learn, to bask in the sunshine of such 
reflected glories as wiser and older heads 
may achieve, and to gain as much as pos- 
sible from association and contact with 
you, all for the betterment of the busi- 
ness methods of our respective compa- 
nies and the better understanding of our 
obligation as member companies to the 


‘purposeful ideals of the American Life 


Convention.” 





SOUND HEALTH CLAUSE TALK 





Joseph "O’Meara, Jr., Ass’t. Counsel, 
Western & Southern Life, Gives 
Facts on Subjects From Court 
Decisions 
“Sound Health Clause in Ohio, Indi- 
ana and Kentucky” was the subject of 
an address which Joseph O’Meara, Jr., 
assistant counsel, Western & Southern 
Life, made before the American Life 

Cenvention at Dallas this week. 

Mr. O’Meara cited a number of cases 
which had been decided in the various 
courts, laying particular stress on the 
company’s liability upon the payment of 
the first premium, or upon delivery of 
the policy, while the applicant is alive 
and in good sound health, and which 
comes under the sound health clause. 


Blackburn 
Legislation 
Report 


Dallas, October 26—Thomas W. 
Blackburn, associate counsel of the Am- 
erican Life Convention, today presented 
his report of legislation during the yéar. 


He said: “The policy of life insurance 
has been to direct legislation rather than 
to institute it. Where legislation was 
desired by local companies life insurance 
has not exhibited fierce opposition but on 
the contrary has undertaken by sugges- 
tion of fair laws to secure at the hands 
of legislators proper regulative meas- 
ures.” 

Mr. Blackburn’s report went exhaus- 
tively into the situation in various states. 
He said that compulsory investment laws 
were proposed in Arkansas, California, 
Florida, North Dakota and Tennessee 
but not passed in any state. Recently 
a new method of proposing legislation 
has become apparent in some states. 
This is that bills are introduced by title 
only and then drafted to suit the intro- 
ducer. 

Sometimes the bills with the title only 
are referred to a committee and the com- 
mittee drafts the new bills. In Kansas 
they have a peculiar method of submit- 
ting bills for third reading in a bunch. 
A majority of that legislature will agree 
in caucus or otherwise as to what bills 
are to be presented. 

California, Michigan, Illinois, Iowa, 
New Jersey and Connecticut passed con- 
siderable insurance legislation since the 
last American Life Convention. 
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American 
Law 


Institute 


Dallas, Tex., Oct. 25—One of the in. 
teresting topics before the legal section 


_ of the American Life Convention was in 


connection with the proceedings of the 
American Law Institute as they relate 
to the law of insurance. This was the 
topic of William Marshall Bullit of Lou- 
isville, former solicitor general of the 
United States. 

Mr. Bullitt could not come but his pa- 
per was discussed by Charles B. Welli- 
ver, general counsel, American Central 
Life. As a result of the discussion a 
committee was appointed. 


The object of the American Law In- 
stitute is to promote the clarification and 
simplification of the law and its better 
adaption to social needs and to promote 
the better administration of justice and 
to carry on scholarly anh scientific legal 
work, 

The Institute aims to publish some 
time in the future final drafts of restate- 
ments of the whole law of agency con- 
tracts, conflict of laws and trusts as well 
as other similar matters which need 
clarification. 





President’s Report 


(Continued on page 11) 


ing authorities are in evidence every- 
where. 
Valuation Table 


“A new tabiz of valuation 1s slowly but 
sureiy taking control of the situation. 
Whether this will be fortunate or unfor- 
tunate for our members, time only can 
tell. Changes in the methods of placing 
life insurance in the hands of the public 
are coming about slowly but surely. In 
many quarters. there is a marked ten- 
dency to undermine the whole agency 
system as we now know it, substituting 
for the trained, full-time insurance man 
the broker or the multiple line type of 
distributor. Importatt questions as to 
qualifications and the education of 
agents are being forced upon us. For- 
tunately we are beginning to have a bet- 
ter uderstanding of the relation between 
these two items and the lapse question. 
We are learning that the old-time, high 
pressure salesman with his terrific lapse 
ratio must be eliminated and his place 
taken by a trained man, who will work 
conservatively and with an eye to the 
future. 

“We are beginning to realize that we 
must raise the standard of the men rep- 
resenting us in this way, and for that 
matter we must raise our own standards 
if we are to continue to command the 
respect and confidence of the public. 
There is and will continue to be a fiel 
for the smaller life insurance company 
that conducts its business in a substantial 
way, and I believe that the day is fast 
passing when any company offering less 
than that can endure. 

“All these things and many _ others 
seem to demand most thoughtful and 
careful attention from the body. This 
is an era of big business. We are, for 
the most part, a group of smaller com- 
panies but acting together, we, too, rep- 
resent big business. Therefore, ! feel 
that the convention should be careful 
never again to allow its principal thought 
and attention be diverted from thes¢ 
things for which the convention stands 
and for which it was really creaicd, by 
engaging in any form of business entet 
prise or doing any other thing not strict 
ly in accord with the militant, agressiv® 
spiritual character of the body, which 
might again tend to break down oUf 
solidarity.” 
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Companies Unsuccessful 
In Verdicts Of Suicides 


SYMPATHY 





JURORS’ BLAMED 





F. J. Wright, Assistant Counsel, Midland 
Mutual Life, Gives Facts in Talk at 


American Life Convention 





Francis J. Wright, assistant counsel of 
the Midland Mutual Life, in an address 
on “The Right of an Insurer to Direct 
Verdict in Suicide Cases,” before the 
American Life Convention at Dallas ‘this 
week, told the delegates that cases in- 
volving the issue of suicide under insur- 
ance policies are very numerous. Many. 
of the older cases arise under policies 
of accident insurance, he said. 

He continued by saying: 

“More recently life companies have 
been issuing policies with accidental 
death benefits and the suicide cases are 
becoming more numerous and’ are of 
more especial interest to these compa- 
nies than formerly. 

“A review of the cases discloses that 
the companies have almost without ex- 
ception requested directed verdicts on 
tthe issue of suicide. In relatively few 
cases have the companies been success- 
ful. In those cases where the issue of 
suicide has been submitted to a jury the 
insurer is rarely successful. This is no 
reflection on counsel for the companies. 
The sympathy of jurors for the benefi- 
ciary and, to some extent, a prejudice 
against insurance companies, is respon- 
sible for this condition. 

“At the threshold of the defense of 
these cases insurers are met by the le- 
gal presumption against suicide. This 
presumption is said to be based upon the 
universal desire of people everywhere to 
live and to avoid death. It is so well 
established that it is invoked in all cases 
involving the issue of suicide. The pre- 
sumption is not, however, conclusive. 
Most of the authorities hold that it may 
be overcome by a preponderance of the 
evidence, although there are a few juris- 
dictions in which it is held that it can 
be overcome only by clear and convinc- 


ing evidence. Upon this issue the evi- 
dence usually deals with two distinct 
phases of the subject: (1) the motive for 


suicide, and (2) the physical facts of the 
ner in which death occurred. 
Mental Condition 
(1) The desire to live and to avoid 
death has to do with a mental attitude 
or condition. In order to overthrow the 
Presimption evidence must usually be 


Procuced which shows that this attitude 
has changed so that the desire to live 
either no longer exists or that it is less 
Stror.2 than the desire to die. This men- 


tal attitude is commonly referred to as 
_ motive for suicide.” Evidence of a 
motive for suicide is, therefore, of ut- 


mos: importance in these cases. There 
are certain well recognized factors which 
if esiablished are said to furnish a mo- 
live ior suicide. Among these may be 
mentioned ill-health, financial difficulty, 
domestic trouble, economic burdens, 
te drink and insanity. One or more 


‘hese factors exist in almost every 
Case of suicide. In many cases proof 
of (nese conditions is difficult if not im- 
Possible. It is well known that in some 
mstances the motives of the insured is 
shrouded in secrecy, while in other in- 
Stances friends or relatives, who are 
usually the only persons in a position to 
know facts, are reluctant to give evi- 
dence which may be detrimental to the 
eneficiary. 

Occasionally there is evidence of a 
statement by the insured, made either 
efore or after the act causing death, 
which discloses intentional self destruc- 


tion. If evidence of this. character is 
available and the statement is relatively 
close in point of time to the death of 
the insured and is uncontroverted, the 
presumption against suicide is overceme. 


Physical Facts 


“The physical facts of the manner of 
death yield much more readily to direct 
proof than does the motive for suicide. 
It is true that in most cases there are 
no eye-witnesses to the act. Inferences 
must necessarily be drawn from what is 
observed when the body is found. The 
condition of the body and the means 
used to bring about death may be such 
as to indicate conclusively that death re- 
sulted from the intentional act of the 
insured.’ In other words the physical 
facts of the manner of death may in rare 
cases conclusively establish the insured’s 
attitude of mind without further proof 
of motive. 

“Cases may be divided into two groups, 
(1) those involving life policies with no 
accidental death benefits and. (2) those 
involving policies containing accidental 
death benefits. 

“In the cases coming within the first 
group the plaintiff, in addition to show- 
ing compliance with the terms of the 
policy, is merely required to prove the 
death of the insured. The defense of 
suicide must be alleged and proved by 
the company. It is believed that in this 
class. of cases the presumption against 
suicide should not be invoked although 
there appear to be no cases to support 
this view. The cases generally hold that 
suicide is an affirmative defense and 
must be proved by the insurer by a pre- 
ponderance of the evidence. It is also 
generally held that in order to overcome 
the: presumption against suicide a pre- 
ponderance of the evidence is necessary. 
It follows that if the evidence as to the 
cause of death is as equally consistent 
with death from causes other than sui- 
cide as it is with suicide then the in- 
surer has failed to sustain its burden of 
proof and the plaintiff is entitled to re- 
cover. If; on the other hand, the evi- 
dence preponderates in favor of suicide, 
the insurer has sustained its burden of 
proof as to its affirmative defense and 
it is accordingly entitled to a verdict. 
But in sustaining its burden of proof 
as to its affirmative defense it has at 
the same time overcome the presumption 
against suicide. In other words when 
the insurer has discharged its full bur- 
den of proof, then its affirmative de- 
fense is proved and the presumption 
against suicide is likewise overcome. 

“Turning now to the cases of. the sec- 
ond group, involving policies containing 
so-called accidental death benefits we 
find that other interesting questions 
usually arise. In this class of cases the 
plaintiff is required to allege and prove 
that the death of the insured was caused 
by “accidental means.” Where, as in 
most cases of this character, the evi- 
dence discloses that the injurv causing 
death resulted from violent and external 
means, there are said to be only three 
possible conclusions to be drawn as to 
the cause of death, viz., accident, sui- 
cide or murder. Since legal presump- 
tions exclude the inference of both sui- 
cide and murder the only one left «is 
accident. The plaintiff is accordingly 
held to have sustained his burden by 
proving death from violent:and external 
means. But it is important to observe 
that the policies as a rule do not insure 
against accidental death. The risk cov- 

ered is usually death by “accidental 
means.” It is conceivable that death 
may have been accidental but yet not 
have been caused by “accidental means.” 
The result may have been accidental but 
the means may not have been. 

“It frequently happens that death 
comes to the insured while he is alone. 
It. may have been caused by accidental 
means or it may have been intentional 
or it may have been caused by other 
non-accidental means. It is of course 


impossible for the beneficiary in such 
cases to produce an eye-witness of the 
manner of death and it is necessary to 
fall back upon circumstantial evidence 
arid presumptions.” 


Canada Developed 
From Group Of Huts 


RICH IN NATURAL RESOURCES 





T. G. McConkey, General Manager, 
Canada Life, Tells About Country 
Before Am. Life Convention 





“Canada and Her Diamond Jubilee” 
was the subject of an interesting address 
which T. G. McConkey, general manager 
of the Canada Life,- made before the 
American Life Convention held this 
week at Dallas. He spoke of the great 
development of his country and _ also 





T. G. McCONKEY 


mentioned the fact that Canada was the 
second largest gold-producing country 
in the world. Among other things he 
said: 

“While we date back to Columbus, it 
was not until the close of the fifteenth 
century that John Cabot, under Royal 
Charter from King Henry the VII, 
planted the banner of England and the 
first cross. The following century, 
Jacques Cartier planted the Great Cross 
with the fleur de lis of France. Thus 
there was laid the foundation of the two 
great races which occupy Canada today. 
But neither of them set up a colony. In 
1608 the first settlement was set up by 
Champlain, when he established a fort 
in Quebec. 


Grew From Hut Groups 


“Thus Canada developed from a group 
of hutS to a group of Provinces. In 
1840 Upper and Lower Canada were 
united. In 1864 the Maritime Provinces 
held a conference in Charlottetown with 
the object of uniting the Atlantic Prov- 
inces, but instead the idea was then born 
to unite all the Provinces of British 
North America. 

“In the following October an impor- 
tant conference was held in Quebec, at 
which conference 72 resolutions were 
passed. These resolutions became the 
basis of the British North American 
Act, under which we still operate, and 
like your own constitution, is not easily 
changed. 

“Under these provisions the Dominion 
of Canada came into being on July 1, 
_1867, sixty years ago. British Columbia 
remained a British Colony until 1871. 
Prince Edward Island until 1873, Alber- 
ta and Saskatchewan were then un- 
known except as territories. They were 
created Provinces in 1905 and at once 
joined Confederation, thus completing 
the union of the Province of Canada. 

“Canada is not today an adjunct, but 
an integral part of the British Empire. 
- In the larger questions of Empire, our 
position and opinion has been increas- 


ingly acknowledged. We have during: 
the past year appointed for the first) 





time our own Minister Plenipotentiary 
at Washington, instead of dealing, as 
before, through the British Embassy. In 
this connection I am glad to note that 
the United States have followed our lead 
and appointed a Minister to represent 
them at our Canadian Capital. 

“Our High Commissioner at London 
has much broader powers than former- 
ly, and both he and the Minister at 
Washington are creditably representing 
Canada in these two important coun- 
tries. 


Natural Resources 


“Canada is very rich in natural re- 
sources. We are the second largest gold- 
producing country in the world. Onta- 
rio alone produced fifteen years ago 
$42,000 worth of gold. Now we are pro- 
ducing over $30,000,000 per annum in this 
one Province. We are one of the larg- 
est growers of wheat and are heavy ex- 
porters of cattle. Our export of pulp 
and paper in 1926 was $173,000,000. 

“What is more pleasing to us is the 
large increase in newsprint. Instead of 
shipping our pulp, we are today manu- 
facturing the newsprint and we exported 
last year $116,000,000 worth. 

“Our total exports in 1926 for wood, 
wood products and paper were $284,000,- 
000. No country in the world is so boun- 
tifully supplied with water power, which 
necessarily means cheap manufacturing. 
As an evidence of this, the Aluminum 
Company of North America are spending 
$100,000,000 in the Saguenay district. 
They have already developed one unit 
of 100,000 horse power, and propose a 
total development of ten units or 1,000,- 
000 horse power. This company estab- 
lished in Quebec under an arrangement 
with the British Government in order to 
enable them to import -bauxite from 
South Guiana. 

“We produced metals last year to the 
value of $226,000,000. Our most out- 
standing developments today are mining, 
pulp, paper and power, coupled with the 
more active development of our natural 
resources and the big development in 
connection with research—research play- 
ing an important part in pulp, paper, 
minerals and power. 

“We also have very large coal de- 
posits which will be very valuable when 
we can solve transportation problems. 
The four provinces that _ originally 
formed the Dominion in 1867 had an area 
of 662,000 square miles; our present 
area is 3,729,000 square miles. 

“As yet, we have only about 10% of 
the arable land in Manitoba, Alberta 
and Saskatchewan under cultivation. We 
are, therefore, glad to welcome Amer- 
ican farmers, who make good settlers, 
and we can assure them of lots of room 
for expansion. We have increased the 
number of grain elevators in the past 
fifteen years from 426 to 2813. 


National Debt 


“Eighty per cent. of our national debt 
is held in Canada. This is very grati- 
fying when we consider the fact that 
prior to 1915, just twelve years ago, all 
our federal loans were floated in the 
United States or abroad. Since 1914 we 
have brought back and absorbed many 
millions of our securities, from England 
and other countries, besides taking care 
of new issues. Notwithstanding this, our 
savings banks have increased their de- 
posits for the same period by $600,000,- 
000. We have invested tens of millions 
in other financial institutions and have 
spent $600,000,000 on automobiles, saying 
nothing of the upkeep charges. In ad- 
dition to this we have reduced our taxes. 

“Although it is not necessary to deal 
with the growth of life insurance, as 
you are all famiilar with what has taken 
place in that respect, it might be inter- 
esting to call your attention to the fact 
that in 1900 we had 37 companies oper- 
ating, of which 18 were Canadian. In 
1926 we had 47 companies, of which 28 
were Canadian, apart from some Provin- 
cial companies. The insurance in force 
in Canada increased in 255 years from 
$431,000,000 to nearly five billion. The 
assets of the Canadian companies in- 
creased from $59,000,000 to $944,000,000.” 
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Talks on Doctrine of 
Anticipatory Breach 


S: 3. SEBREE’S INSPIRING TALK 





Midland Life’s Counsel Cites Concrete 
Cases Where Doctrine Has Been In- 
voked at American Life Convention 





Sam B. Sebree, counsel of the Mid- 
land Life of Kansas City, was one of 
the principal speakers at the American 
Life Convention meeting in Dallas, Tex- 
as, this week. Mr. Sebree’s subject was 
“The Doctrine of Anticipatory Breach 
as Applied to the Disability Provision 
in Life Insurance Contracts” and he 
cited some concrete cases in which this 
doctrine had been invoked by the courts 
both here in this country and in England. 
Some were insurance cases and others 
were not. He spoke in part as follows: 

“The question before us in this dis- 
cussion arises in the following way: A 
life insurance company issues its policy 
of life insurance with a disability pro- 
vision in which it is provided that if 
the insured becomes totally and per- 
manently disabled while the policy is in 
force, the company will pay the insured 
a stipulated sum each month as long as 
such disability continues. While the pol- 
icy is in force the insured puts in a 
claim for disability. The company in- 
vesigaics and refusese to pay the instal- 
ment which the insured claims is due. 
The insured at once brings suit not 
only for the instalment which is due 
but also for all future instalments to be- 
come due during the insured’s life ex- 
pectancy. 

“A claim of this kind on a $5,000 pol- 
icy, which provides for payments of $50 
per month for permanent total disabil- 
ity, and double that amount if the dis- 
ability results from an accident on a 
common carrier, may result in a suit 
for $25,000 or more if the company re- 
nounces its liability on the instalment 
which is claimed to be due. A discus- 
sion of this question involves an exam- 
ination of the rule which in certain cases 
gives the right of immediate action to 
one party where the other party to a 
contract either before performance or in 
the course of performance, says to the 
other party that he will not perform 
his obligations under the contract which 
are to become due in the future. 

A Leading Case 

“The leading case on this subject is 
Hochster De La Tour, 2 EL and BL 
(QB) 678, which was decided in England 
in 1852. In that case a contract be- 
tween the plaintiff and the defendant 
was entered into in April for the ser- 
vices of the plaintiff as a courier for 
three months beginning June Ist. In 
May, before any of the obligations of 
the defendant under the contract be- 
came due, the defendant notified the 
plaintiff that he would not employ him 
on June 1 or at any other time. The 
plaintiff prior to June 1 brought action 
against the defendant for damages for 
terminating the contract. The question 
involved was whether or not the suit 
was premature. The court held that 
where the defendant had renounced the 
contract, he absolved the plaintiff from 
and further performance under it and 


could not justly complain if he was im- 
mediately sued. 
Law as Cited Here 

This case fixed the doctrine of antici- 
patory breach as a part of the law of 
England, and has been extensively cited 
by the courts of this country. The first 
case to reach the Supreme Court of the 
United States where the doctrine was 
squarely before the court was Roehm 
v. Horst, 178 U. S. 1. This was an ac- 


tion for the breach of four contracts for 
the delivery of hops in instalments. 


The Lovell Case 


“In the Lovell case the plaintiff had 
a policy in the defendant company on 
which he had paid premiums for sev- 
eral vears. The defendant company 
went into liquidation and its assets were 
taken over by another company. Plain- 
tiff brought this suit to recover dam- 
ages for breach of contract. The court 
held ‘that the transfer of all of the as- 
sets of the defendant company gave the 
plaintiff an immediate right to action,’ 
and that plaintiff could recover the 
amount of premiums paid in less the 
value of the insurance during the time 
it was in force. 

“Where an insurance company refuses 
to pay an instalment which the insured 
claims is due under the total disability 
provision of the insurance contract, the 
company has committed a breach of the 
contract if the insured is right and the 
company is wrong. In the early law 
where a contract had been breached 
that breach went to the entire contract 
and gave a right to action at once for 
past as well as future damages. Later 
decisions make the distinction between 
contracts which are devisable and those 
which are entire. If the contract is de- 
visable, a breach which does not go to 
the entire contract gives an immediate 
right of action for the damages caused 
by that breach, but the entire contract 
is not treated as breached. In all juris- 
dictions at this time if a single breach 
goes to the entire contract, then a right 
of action arises at once for past as well 
as future damages. 

“In conclusion it seems that the trend 
of the courts has been to enlarge the 
field of contracts in which the doctrine 
of anticipatory breach will be applied. In 
England the doctrine was first limited 
to contracts for services, contracts of 
marriage and contracts for the sale and 
delivery of goods, where the contract 
was wholly executory on the part of both 
parties.” 


Tells Interesting 
Insurance Incidents 


RELATED TO HIM BY FRIENDS 





President Sharrer, Northern States Life, 
Indiana, Cites Some Cases at Dallas; 
Some Funny, Others Shocking 


Dr. H. E. Sharrer, president of the 
Northern States Life, Hammond, Indi- 
ana, in an address this week before the 
American Life Convention meeting at 
Dallas, Texas, took as his subject “In- 
teresting Incidents.” He told his hear- 
ers some of the interesting, amusing 
and shocking experiences which had been 
related to him by friends and executives 
of other companies in replying to some 
questions he sent to them. He spoke in 
part as follows; 

“It is indeed interesting to note that 
most all were prompted by the same 
one, two or three reasons for entering 
and assuming the responsibilities of life 
insurance work, that of imagined oppor- 
tunities with a great future; a temporary 
lull in employment and a lack of capi- 
tal, this offering a means perhaps of 
gaining headway; variety in kinds of 
employment offered; renewal commis- 
sions appealed to some while forced per- 
sonal attention to money already invested 
caused several to become mightily inter- 
ested in the work and management of 
life insurance companies. All have had 
interesting, amusing and at times haz- 
ardous and shocking experiences. 

“From an organizer of a company, the 
most interesting experience was to find 
how hard it was to sell a home prod- 
uct by honorable and legitimate means 
to the home people. | ; 

“Of others, the experiences are so in- 
teresting and varied that it is almost 
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impcssible for for me to choose the out. 
standing ones. 
The Most Shocking Experience 

“One executive writes that the most 
memorable and shocking experienc: was 
when over a million dollars of his in 
su.ed in his town, all happened io he 
in an elevator which fell several {!oors, 
Another, the consolidation of two :nsur- 
ance companies is given as the mos: try. 
ing experience. One executive in w: iting 
stated that he never had a hazardous 
experience. This fellow is sure an op. 
timist for I personally remember <ome- 
thing he started in the American Life 
Convention and although he wor out, 
it was one of the most hazardous ‘hings 
he ever attempted. Another, gives as 
his most shocking experience weather- 
ing the influenza epidemic when their 
company suffered a 230% mortality. 

“No serious subject that demands the 
ability, character, integrity and sticktoit- 
iveness of life insurance could be with- 
out its amusing or funny side and each 
of us seem to have had many of those. 
I have tried to select a few although | 
could not use all of the amusing experi- 
ences that our own executives have had. 
I give them to you as given to me. 

“An agent sent in a $10,000 application, 
Before the policy could be issued or re- 
ceived by him, he wired the company 
as follows: “If you expect to get your 
premium and I my commission you will 
have to hurry the policy because (blank) 
was hit by a Ford and the doctor says 
he is in bad shape.” 

he Funniest Experience 

“The president of a company says the 
funniest communication received or 
could be received, was one from a field 
agent, enclosing some applications, ask- 
ing for no advances, writing that he was 
well pleased with his lot in life and en- 
closing a bank draft for the full amount 
due the company. He adds as a note or 
postscript: ‘I have not yet received the 
communication.’ 

“To these friends and executives who 
so courteously replied to these commt- 
nications, I take this opportunity to ‘ex- 
press my appreciation and thanks for it 
was these experiences, together with my 
own, which prompted the further con- 
sideration of this subject.” 

Commenting on the institution of life 
insurance, President Sharrin said: 

“To me one of the most interesting 
things is the origin of life insurance it- 
self. Its beginning, development and 
growth have been most astounding and 
peculiar. They seem not to be traceable 
to any one person or group of persons 
at any time. 

Life Insurance Unselfish 

“When we think of other great insti- 
tutions, industries or corporations, the 
name or names of founders, builders or 
so-called captains stand out prominently 
as synonymous with the institution of 
industry itself and linked together have 
gone down in history. 

“But in life insurance, the greatest in- 
stitution of them all, we turn not to 4 
person but to the needs of people :hem- 
selves. Life insurance or assurance 3s 
immediately synonymous with love, ut 
selfishness, thoughtfulness, stability, 
safety and security. I wish we could 
turn to some pioneers who had la‘d the 
foundation for this wonderful s.rvice 
and grant to them the honor and r: spect 
that surely would be theirs.” 


Trinkle 
And Mahin 


Close Session 

Dallas, October 27—Today’s sess on of 
the American Life Convention adjc irned 
follownig talks by former Goverr or — 
Lee Trinkle of Virginia, vice-pre ident 
of the Shenandoah Life and Joh: Lee 
Mahin, an advertising man of New York. 

Governor Trinkle told why he ev tered 
the life insurance business. 

Mr. Mahin said that if life instance 
companies advertised it would cut Jow? 
resistance. 
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Few Well Trained 
Clerks Found Anywhere 


A PROBLEM IN LIFE OFFICES 





W. H. Leffingwell, Pres. Leffingwell- 
Ream Co., Engineers, N. Y. Speaks 
on Clerical Force Growth at Am- 

erican Life Convention 





W. H. Leffingwell, president of the 
Lefincewell-Ream Co., engineers, in New 
York, gave an interesting address on 
“Office Management in Life Insurance 
Companies” at the American Life Con- 
yention this week at Dallas. In 
part he said: 

“A recent study shows that if life in- 
surance business continues to expand at 
the same ratio it has been in the past 
few years, ten thousand additional clerks 
will be needed each year to care for it. 
The growth of clerical workers in all in- 
dustries, shows a similar expansion. In 
1880 there were but 172,000 clerks in the 
entire country, while in 1880 their num- 
‘ber reached nearly 3,000,000, or an in- 
crease of seventeen fold. 

“It is therefore fair to assume that the 
increase of clerks in general as well as 
the growth of life insurance companies, 
was caused: by the industrial revolution, 
which, as we all know, has taken place 
in this country during the past three or 
four decades. 

“This tremendous increase of clerks in 
all industries, has naturally resulted in 
forcing upon business, the problem of 
their assimilation, but, so far, they have 
been poorly assimilated, a condition 
which has led to the following very ob- 
vious facts. 

“1. In general it may be stated that 
there are few well trained clerks to be 
found anywhere. 2. The growth of cleri- 
cal work has been so swift that it has 
not been possible to train good office 
managers with sufficient rapidity to meet 
the demand, with the result that the 
Management is usually poor. 3. The ar- 


rangement and equipment are not ade- 
quate to meet the demands. 

“In view of these facts, it is perfectly 
natural, therefore, that management 
should be at a low level, for it is diffi- 
cult to bring order out of chaos in a 
short period of time. This is an ex- 
planation, to be sure, but in my opinion 
It ls not an excuse, for American busi- 
ness mien have never had the reputa- 
tion oi dodging difficult problems. 

a. War Time Help 
Dung the war and immediately af- 


terwa:', it was found difficult to ob- 
tain a: | keep clerks, so those insurance 
compa ies that were most heavily hit 
by tl ‘ condition, attempted to over- 
come ‘he difficulty by offering every in- 
ducem: nt possible—high wages, short 
hours, jong vacations. In other words, 
i ‘tempted to solve their problems 


giing their clerks more than they 
asked ‘or, but the solution of such a 
Probl in is by no means simple. 

An ther method which managers 
Cageriy adopted, in hope that it would 


Solve ‘ice difficulties, was the introduc- 
“0g ©! labor saving machinery. Perhaps 
€ most extensive users of statistical 
ennes are the life insurance compa- 
les, and they are also great users of 
ag iypes of office machinery. But 
= use of machinery, while advisable, 
°€s not solve the problem of manage- 
i. am acquainted with one par- 
offic. F fice where almost every known 


evice is installed, yet the man- 


— is neither efficient nor econom- 


at, is becoming quite the vogue to 
miss all management problems with 
the appar 


ently profound ‘remark that “the 


human element must be considered. 
This ‘human element’ defense against the 
actual consideration of the subject, is 
rapidly becoming one of those ‘blessed 
words’ which men glibly use on all oc- 
casions, but to which they attach no 
real significance. Of course the human 
element enters all management prob- 
lems, and must be considered—but where 
is the problem that does not have it 
as an important factor? The human 
element enters into all our work, and 
we cannot avoid considering it, for it is 
in every case forced upon us, so the prob- 
lem is not solved by such a trite re- 
mark. 


Office Management Function 


“Office management is a major function 
in any industry. It is impossible to con- 
ceive of a business being managed with- 
out the office. A company with poor 
office management is a poorly managed 
company, no matter how successful it 
may be in making sales, for the office 
cannot be neglected without adversely 
influencing all other factors of manage- 
ment. A poorly managed office is un- 
economical, and it is easily possible for 
that condition to nullify the best efforts 
of all other departments, and eventually 
destroy the company. 

“The office is a linking function. It 
links together the functions of all other 
departments of the business, and without 
these clerical links, the business will not 
and cannot operate. 

“The clerk is a special type of person 
who requires a special type of handling. 
The clerical work, when properly done, 
requires special training, and_ these 
trained clerical specialists will in many 
cases do many times the amount of work 
done by an untrained person, and do it 
better. The management of clerical 
workers requires the full and undivided 
attention of a highly specialized execu- 
tive—yet in most companies this work is 
relegated to the spare time avocation of 
an otherwise overloaded official. An of- 
fice of a hundred persons or more can- 
not be managed in anyone’s spare time. 

“Perhaps life insurance companies have 
never considered office management in 
that light. Some have told me that all 
that was necessary was to get good 
clerks, place them in good surroundings, 
teach them how to do good work, and 
then see that they do it. But a mo- 
ment’s thought shows-that even this 
small program involves a multitude of 
details, and requires a fund of special- 
ized knowledge that is rarely found in 
a good actuary or sales official.” 


Hill 
Entertains 


Newspaper Men 

Dallas, October 27—Walter C. Hill, 
manager -of the Retail Credit Company, 
Atlanta, gave a dinner to-night to the 
insurance newspaper men attending the 
American Life Convention. 
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Value of Policy in 
Loan to Corporation 


THREE QUESTIONS OMITTED 
Charles Grilk Tells American Life Con- 
vention Taxation, Investments, Stock 
Company Control Not Considered; 
Points Important 








Ever since the investigation by the 
Armstrong Committee in New York 
State, the various State Legislatures 
have been busy with providing various 
kinds of regulations and enactments, so 
that the business of life insurance on the 
organization side is fairly well stabil- 
ized. There are, however, three mat- 
ters that ought to have been considered 
by the committee on insurance laws ap- 
proved by the American Bar Associa- 
tion at Buffalo, last month, which it re- 
fused to take cognizance of said Charles 
G-ilk, general counsel of the Register 
Life, at the American Life Convention. 


Taxation Questions 


“The first of these is the question of 
taxation. The business of life insurance 
has now been developed on such a na- 
tional scale that it becomes more and 
more urgent every year that some form 
of taxation should be devised, ‘simple in 
its application and yet national in its 
scope. 

“There are all kinds of ways that the 
ordinary depositor in a savings bank 
has of avoiding taxation at all, and most 
of the savings bank deposits of the coun- 
try do successfully avoid all taxation. 

“The life insurance policy holder exer- 
cises all the thrift of the savings bank 
depositor and, yet, by virtue of the 
regulatory process and access of assess- 
ors to the books of life insurance com- 
panies, none of the life insurance sav- 
ings escape taxation, but, on the con- 
trary, bear their full share with or- 
dinary commercial enterprises. 

“The proceeds of the policy when re- 
ceived by the individual merges back 
into the common fund and becomes a 
legitimate source of taxation, but dur- 
ing the period of the creation of the 
amount of the policy these funds, if any 

(Continued:on page 16) 





Secretary’s Report 
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insurance business by the president of 
the American Life Convention, a feature 
which we hope to make permanent. 
Work of American Service Bureau 
For the first time, the secretary and 
general counsel of the convention has 
been directly charged with the actual 
operation of the American Service Bu- 
reau. I am glad to report that it has 
functioned both efficiently and profitably 
during the current year, despite a 
change in management. I sincerely be- 
lieve that it is providing an inspection 
service second to no organization now 
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in the field, and it is making a substan- 
tial profit in the operation. In no small 
part, the success of the current year has 
been due to the efforts of Mr. Parker, 
who is now in immediate charge of the 
details of operation. In this connection, 
may I make public acknowledgment of 
the sincere co-operation and many cour- 
tesies shown by Dr. Simmons, formerly 
president, and Fisher Simmons, formerly 
vice-president of the bureau. 

During the current year, I have made 
a conscious endeavor to attend as many 
insurance gatherings of different kinds 
as possible, both to form contacts with 
the insurance fraternity and to get as 
complete a grasp as possible of the gen- 
eral problems of the business in which 
the convention might be interested. 

Attended 11 Conventions 

In this connection, I have attended 
the meetings of the Association of Life 
Insurance Presidents, Association of 
Life Insurance Counsel, National Con- 
vention of Insurance Commissioners, Na- 
tional Association of Life Underwriters, 
Life Office Management Association, 
American Institute of Actuaries, Life In- 
surance Sales Research Bureau, Health 
& Accident Conference, National Reha- 
bilitation Conference, Industrial Insur- 
ers’ Conference, Medical Section of the 
American Life Convention. I have also, 
where my other duties permitted, ac- 
cepted invitatidns to agency meetings of 
members and non-members, and also at- 
tended “Insurance Day” in both Indiana 
and Wisconsin. 

I have also had the pleasure of visiting 
eighty-three of the one hundred and for- 
ty-two company members of the Ameri- 
can Life Convention during the present 
year. 

Reports Nine New Companies 

During the current year, nine compa- 
nies, to-wit: Life. Beneficial Life. Co- 
lumbian Mutual Life, Federal Union 
Life, Gem City Life, Missouri State Life, 
Northwestern Life and Southern States 
Life, have been admitted to membership. 
Four companies, to-wit: Alabama Na- 
tional, International Life & Trust, Mich- 
igan Mutual and Public Savings Insur- 
ance Company, have been lost to mem- 
bership, all by reason of merger or re- 
insurance of the companies. With one 
exception, the companies in question 
were merged with members of our own 
organization. 

The finances of the convention are in 
satisfactory shape. In spite of extra- 
ordinary expenditures due to the re- 
moval of headquarters from Omaha to 
St. Louis and a permanent increase in 
the expense of operation in the latter 
city, we closed the year with a surplus 
in excess of $20,000. 

In closing, may I not say that it has 
been a great pleasure to serve the con- 
vention during the past year. I hope the 
service has not been entirely ineffec- 
tive and that the year has not been 
wholly without achievement. 

I am particularly appreciative of the 
loyalty, efficiency and industry of the 
entire force attached to the secretary’s 
office, consisting of Mrs. L. F. Beymer, 
assistant secretary of the convention, 
who has been a source of great help to 
me during the first year of my incu™- 
bency; Ralph Kastner, secretary of the 
legislative bureau, who prepares the lee- 
islative bulletins, assists in the compila- 
tion of the legal bulletin and has ?r- 
ranged most of the statistical data dis- 
tributed during the year; Miss Garret 
Smith, mv personal secretary, and Miss 
Lillian Nille. 

I desire to acknowledge the splendid 
support and co-operation of the entire 
executive committee, collectively and in- 
dividually, and particularlv that of Pres- 
ident Woollen. I also desire ta acknowl- 
edge most sincerely by debt of gratitrde 
to Mr. Blackburn for the great help, 
fine courtesy and unstinted support 
which he has accorded me during the 
year. 

I am also glad to report, and _ partic- 
ularly appreciate the fact, that there has 
been the closest sympathy and spirit of 
co-operation displaved between the As- 
sociation of Life Insurance Presidents 
and the convention on all occasions. 
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Value Of Policy In 
Loan To Corporation 


ANNUITY PRINCIPAL VALUABLE 








How Life Insurance Aids Bankers Told 
By J. C. Mechem, V.-P., Chicago 
Savings Bank, at Am. Life Conv. 





The amount of aid which life insur- 
ance has brought to commercial banking, 
was told in an address on “Life Insur- 
ance and the Banker” by John C. 
Mechem, vice-president of the First 
Trust & Savings Bank of Chicago, at 
the American Life Convention at Dal- 
las this week. He said: 

“We are often asked to make a col- 
lateral loan on the stock of a closely 
~ held corporation where our customer 
owns a majority in interest and. where 
there is little, if any, market for the 
stock. Such a loan is not a desirable 
loan, but again there may be circum- 
stances under which it seems wise to 
make it. Traveling on the theory. that 
the success of the business and the con- 
sequent adequacy of our collateral de- 
pends upon the life of our customer, and 
believing that if our customer lives the 
stock will be valuable and our loan be 
paid, it is conceivable that the assign- 
ment of life insurance policies to ‘pro- 
tect the loan in the event of our cus- 
tomer’s untimely death might be of 
some, but rather doubtful, value. 

“No—life insurance is of very little 
value in strengthening an individual’s 
credit standing, or borrowing ability— 
except, of course as it may have a loan 
ter realized through the company itself 
than through a bank. 


Corporation Loan Question 


“But the situation is quite different 
when it comes to the question of a 
loan to a corporation. Here we have 
repeated examples of the value to the 
corporation and to its banks of insur- 
or cash surrender value—and that is bet- 
ance on the lives of such of its officers 
as are responsible for the successful 
conduct of the business. We see the 
benefit, particularly to a smaller and 
more youthful company of carrying in- 
surance on the life, let us say, of its 
president so that in the event of his 
death the amount of the insurance, while 
it cannot recompense the company, will, 
at least, help to offset the losses which 
will almost inevitably be made during 
the period until the company is again 
going forward under a new administra- 
tion. I know of many cases where a 
corporation, the success of which de- 
pends upon one man, has requested a 
loan and where the loan has been grant- 
ed upon the condition and the condition 
only, that the corporation protect itself 
against his death by adequate insurance. 

“I have, for several years, been closely 
identified with the trust aspect of the 
banking business and I can truthfully 
say that there is nothing which presents 
such enormous difficulties in the admin- 
istration of estates as the handling and 
disposal of substantial blocks of stocks 
in closely held corporations. Let us as- 
sume, for example, a corporation owned 
in approximately equal amounts, by four 
stockholders, some or all of whom are 
active in the conduct of the business. It 
is, let us say, a valuable and a profit 
producing company. One of these. stock- 
holders occupying an elevated position in 
the company’s affairs dies leaving his 
stock as the bulk of his estate.. What 
is the resulting situation for the com- 
pany and what is the resulting situation 
for the estate of the deceased stock- 
holder? 

“From the point of view of the com- 
pany, not only has it lost a valued ex- 
ecutive, but a quarter of its stock has 
fallen into the hands of persons who in 
all probability cannot be helpful to the 
company and who possibly may be very 
troublesome in the conduct of its affairs. 
It is easy to say ‘Buy the estate’s stock’ 
but not always so easy to do. The cor- 
poration may very likely not be able to 
weaken its cash position by purchasing 


the stock, and none of the remaining 
stockholders may be financially able to 
do so. <A bad situation is the result, 
but the situation of the estate is im- 
measureably worse. A large block of 
stock in a closely held corporation con- 
stituting substantially all of the estate is 
by no means a suitable investment, but 
see what a dilemma the executor finds 
himself in when he endeavors to sell it. 
In the first place, there is no outside 
market for it. The corporation as we 
have seen, is not likely to be in a po- 
sition to buy it. The remaining stock- 
holders may or may not be able to take 
it over, but even if they are, they are 
likely to do so only at their own price. 
I do not necessarily mean that they will 
try to take advantage of the estate’s po- 
sition, although that is unfortunately a 
possibility. I do mean that they are 
ordinarily—no matter how upright they 
may be—unable to place a fair value on 
it—first became they instinctively feel 
that the stock of the deceased stock- 
holder who is no longer helpful to the 
business should not be priced as highly 
as theirs—and secondly because they 
are so close to the business that they 
are unable to give to the stock a value 
such as a disinterested outsider would 
place on it in view of its assets and 
earnings. That seems queer—but it is 
almost invariably true. And so the es- 
tate is almost at the mercy of the re- 
maining stockholders and is very often 
faced with the alternative of retaining 
an improper investment for an indefinite 
period or of liquidating it at a cruel sac- 
rifice. Obviously, this is a tragic situ- 
ation. Unfartunately, it is a very com- 
mon one. What does the life insurance 
do? It provides the funds, and with its 
accompanying trust agreement, furnishes 
the method by which the stock is ac- 
quired from the estate at a fair price 
and turned into thé corporation. From 
the company’s standpoint, the possibil- 
ity of undesirable stockholders is elimi- 
nated, and while its cash assets are not 
actually increased, at least the amount 
of stock outstanding is decreased one- 
quarter, and the value of the remaining 
stock proportionately increased. From 
the estate’s standpoint, an immediate 
purchaser is provided who will buy the 
stock at a fair price and who has the 
cash to pay for it. I tell you the value 
of such an arrangement cannot be over- 
estimated, and I say that it should be 
your duty and your privilege, as it is 
mine, to advocate it whenever the op- 
portunity presents. 
Annuity Principal 

“Perhaps the most unique contribution 
which the life insurance business has 
made to the financial world and certainly 
one the advantages of which are being 
substantially overlooked, is the annuity 
principal. This principal is peculiar to 
life insurance. We do not have it in the 
banking world. We can loan money to 
be repaid with interest. We can ac- 
cept deposits to be paid on demand 
either with er without interest. We can 
assume the trusteeship of funds by 
which the interest is to be payable to 
one person for a_ specified period of 
time, and then the principal to another. 
We can even accept trusts where the in- 
come payments are to be augmented by 
periodic payments from the principal, but 
we have no method by which the prin- 
cipal and the income can be joined to- 
gether to guarantee a fixed equal an- 
nual income to a designated person for 
the entire term of his or her ntural 
life. I assume that the scheme of re- 
ceiving interest on money invested must 
have originated with a banker or vice 
versa, but it took the addition of the 
life insurance principle to evolve the an- 
nuity. And so, I say it is a great and 
unique contribution to our financial 
structure and one which in my judgement 
is not being taken advantage of or being 
advocated sufficiently by either the life 
insurance companies or the trust comna- 
nies. The possibilities of its application 
seem to me tremendous. Suppose that 
I am not particularly wise in invest- 
ments, or suppose that I am not par- 
ticularly successful in business, or sup- 


pose that .I am speculatively inclined so 
that money easily made is easily lost 
again. Suppose any one of these and 
then assume that in a particularly good 
business year or by a particularly good 
investment, or by a particularly happy 
speculation, or even, if you please, by 
inheritance, I find myself in present 
possession of a_reasonably substantial 
sum of money. Part of it, I shall want 
to use in my business, or put in sound 
investments under the advice of others, 
or even use in future speculation, but 
to what better use can I possibly put 
the balance than to purchase for myself 
an annuity which will assure me a fixed 
income as long as I live regardless of 
the vicissitudes of business, the whims 
of fortune, or my own extravagant or 
speculative propensities. 


Income Policy 


“The income policy is frankly. and .ad- 
mittedly designed for simple contingen- 


cies only. Your good companies as I 
understand it, rightly take the position 
that they will not write policies with 


complicated contingencies. and that not 
ordinarily being authorized to do a trust 
business, they will not assume the ex- 
ercise of discretion. On the other hand, 
the trust company is prepared to fol- 
low through the most involved contin- 
gencies, assuming, of course, that they 
are legal and will do its very best to ex- 
ercise a sound discretion on any reason- 
able question which may be presented to 
it. You are, of course, familiar with 
the various subjects which this discretion 
may cover—the payment or withholding 
of income as the circumstances sur- 
rounding the beneficiaries and their con- 
sequence necessitates change—the use of 
a portion of the principal in the event 
of illness, for the providing of a home 
for a daughter, for the establishment of 
a son in business, for any legitimate pur- 
pose provided the then circumstances, 
i e., the circumstances at the time the 
question arises and which cannot now 
be foreseen, justifies it—the deflection of 
either principal or income from a 
foreseen purpose which has failed, to 
an unforeseen purpose, the necessity for 
which has arisen. Bear in mind that 
when such discretion is given. it should 
be given freely and without stint or lim- 
itation because the important contin- 
gency, the contingency to be specifically 
provided for is the unexpected one—the 
one now unforeseen. 

“In this connection, it is well for all 
of us who recommend income policies 
and I have recommended many of them, 
to bear in mind the danger of assuming 
that a fixed amount of income which will 
do a certain thing now and perhaps do 
it with ease, will do the same thing in 
the possibly distant. future. We have all 
of us seen sufficient changes in the pur- 
chasing value of money to see the dan- 
ger, if not the fallacy, in assuming that 
an income of $5,000 a year will procure 


20 years from now what it will pro- 


cure today.” 





Value of Policy In 
Loans to Corporations 


(Continued from page 15) 
funds, should be exempt from taxation. 

“There, is a second subject, which is 
ever old and ever new, which has been 
left by the committee on insurance law 
in the same chaotic state that it is in 
now. 

“It is part of the irony which time 
uses that the securities, which several 
decades ago the Armstrong Committee 
criticized the most and which the com- 
panies criticized were ordered to elimi- 
nate from their investments, have, with 
the changes in conditions, become again 
one of the leading and most profitable 
investments in our tirhe. 

“The companies who were most care- 
ful, as well as some who were more 
anxious for the higher return and were 
less careful, have alike suffered from the 
agricultural depression and the resulting 
decline in farm values. It will take an- 
other decade before the serious losses 


which have been suffered from this form 
of investment will have been wiped out, 

“At the present time a tremendous 
volume of money is finding investments 
in mortgages on city dwellings, apart- 
ments, and other buildings. A decade ago 
this form of investment was consiccred 
quite hazardous, and in view of the 
practices in this line of investmenis at 
the present time it is easy to see how 
a natural decline in business over « pe- 
riod of years might bring as great zrief 
to investors in these securities as -ame 
to the investors in farm mortgages since 
the war. 

Stock Company Control 

“The third important particular upon 
which legislation will undoubtedly be 
forthcoming shortly is that involved in 
the control of stock companies. We are 
more recently witnessing the sale and 
purchase of many companies, especially 
of smaller size, and the merger of many 
other companies, chiefly smaller ones, 
into larger units. 

“Such control has been secured in in- 
numerable cases by the substitution of 
questionable investments for high grade 
investments and by the substitution of 
inexperienced men for experienced ex- 
ecutives that have grown up in a busi- 
ness. It would seem probable that the 
next scandal in life insurance will be 
growing out of the dealings of this kind 
for the control of stock companies and 
it behooves those interested in stock 
companies to be very mindful of this 
state of affairs.” 





CURRENT ‘LIFE DECISIONS 


Claris Adams, Secretary and General 
Counsel, American Life Convention, 
Gives Review for Year at Dallas 
Claris Adams, secretary and general 
counsel, American Life Convention, in 
his address before the convention at 
Dallas, gave an interesting review of 
current life decisions made during the 





ear. 

He said that 448 cases involving life, 
health and accident cases had come be- 
fore the courts. The number this year 
was succeeded by 100 over those of the 
year 1925. 

He touched upon income tax, excess 
profits tax, the Wisconsin Retaliatory 
tax, incontestable clause, the right to 
reinstatement, removal of trustee, milk 
sickness, and a number of other decisions 
that came up in court. In speaking of 
“discrimination” he cited an interesting 
case which came up in the Supreme 
Court of Arizona, who held that it was 
not an illegal discrimination to accept a 
premium note without interest. | 

The court said: “We are of the opin- 
ion that so long as it is permissable to 
accept premium notes at all in payment 
of a policy, the mere fact that interest 
is not charged thereon is not a rebate, 
consideration or inducement within the 
meaning of the law.” 


Broadcast Ten 
Minute Talks 


For the first time in the history o 
the American Life Convention the radio 
was utilized to broadcast a daily 10- 
minute message on life insurance while 
the convention was in session at !allas 
The messages were sent out at 12 «clock 
each day. The radio program was 4 
follows: 

Monday, October 24.—“Life Insirance 
and Health,” Dr. C. W. Simpson, med- 
ical. director, American Life Re- nsut 
ance Company, Dallas, Tex. 

Tuesday, October 25.—“Life Ins: ranct 





As an Investment,” Clarence L. yres 
president American Life, Detroit. 
Wednesday, October 26.—“The Rela 


tion of Life Insurance to the Up- 3uild- 
ing of the Community,” O. J. Arnol 
president, Northwestern Nationa! Life 
Minneapolis. 

Thursday, October 27.—“Life ns 
ance and Legislation,” Francis Ke: sling: 
general counsel, West, Coast Life, San 
Francisco. 

Friday, October 28.—“The Universi 
Need for Life Insurance,” H. R. Cun 
ningham, president, Montana Life. 
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Address Of William 
Montgomery At Dallas 


(Continued from page 7) 

keep their contract; there is seldom a 
premium placed upon conservation. The 
question naturally arises: “Why is this 
so? Why do companies keep in their 
employ inefficient workmen, men who 
are not performing a satisfactory daily 
task, and men who are causing loss and 
waste in the business?” ‘The answer is 
to be found in the intensity of the race 
between the companies for volume of 
business and the standard, “paid-for bus- 
iness,” they have set up. Conservation 
and net gain is rarely mentioned in ad- 
vertisements or company literature; 
about all that the field men see or hear 
is the volume of paid-for business last 
year, this year, or at some other time, 
and they naturally feel that is all the 
companies care about. 


Suggests New Basis of Compensation 


Agency contracts as a whole are based 
on a percentage of the first year’s pre- 
mium and a renewal or percentage for 
a limited number of years on each pol- 
icy that renews, and this renewal or per- 
centage is oftentimes paid whether or 
not the agent continues in the employ 
of the company, whether he renders any 
service or performs any work to earn 
it. Under such a system an agent has 
little to lose whether a policy renews or 
not. Jf the policy renews, he gets his 
renewal fee on it; if it does not, his 
loss is small and he is liable to figure 
that the time spent in renewing a pol- 
icy is wasted, because he could go out 
and write a new one while he is trying 
to reinstate an old one, and get a much 
larger compensation therefor. 


I believe our agency contracts should 
be founded on a different basis. We 
should pay the agent a good first-year 
commission, and we should give him a 
salary or renewal, or whatever it may be 
called, in proportion to the volume of 
business he keeps in force, and for his 
services in looking after it and con- 
serving it, and the salary or renewal 
compensation should only be paid while 
he remains in the employ of the com- 
pany and renders a service therefor. If 
the renewals are earned when the poli- 
cies are placed, and are to be paid to 
the agent writing the policy, regardless 
of the service that he renders in keep- 
ing it in force, then the renewals are 
deferred first year commissions, and, as 
such, should be charged against the com- 
pany as a liability. 

Life insurance field work, if properly 
handled, can be made the most attrac- 
tive of vocations. It has in it all the 
possibilities of ideal employment—stabil- 
ity, permanency, a good income at the 
Start, an automatic increase in compen- 
sation as the years go on, a provision 
against misfortune, a pension or compen- 


sation in old age, and a part of the com- 
Pensation or salary to the beneficiary in 
the ev nt of death. In field work there 
should te very little turnover; yet we 
find there is more turnover in that voca- 
tion than perhaps in any other vocation 
in the land, with all the consequent loss 
and waste to the individual, to the pub- 


lic, and to the companies. 
Good vs. Poor Agents 


A number of men appreciate its op- 
Portunitics. They come into the busi- 
ness deliberately, determined to make it 
— life’s work. These men are the 
Aenrone of the business, the real pro- 
cers, the men who can be relied upon 
° perform a certain task, to produce a 
certain amount of business each year. 
si make a splendid living out of it, 
eid are a benefit to the company that 
thee ta them, and a benefit to the public 
et cy serve. They understand their 
lice and take a pride in it; their fam- 
the ‘abe proud of their connection with 
i ee they make a good living 
sbi it; their friends rejoice in their 
to ae ee they attract good men 
the el usiness. These men hold high 
the Ics and standards of the business; 

Y will not switch a policy to get a 





commission out of it; the companies do 
not have to waste time and spend money 
in supervising them, and their business 
sticks because it is well sold. 

On the other hand, a large number of 
men come into the business simply as 
a means to an end. Some are talked into 
it; some are coaxed or subsidized, as it 
were, into it through advances in one 
form or another; and some come into it 
because they feel they can work as they 
please and make an easy living. These 
are the men who add so very materially 
to the expenses of management of the 
companies, who make the field work so 
much more costly than it should be. 
Their business is generally as unstable as 
they are. They are the men who sit 
around the office and growl and com- 
plain about the business being hard to 
get, who lower the standard of the busi- 
ness and make it hard for the perma- 
nent successful worker. They will twist 
policies from one company to another, 
regardless of the loss to the individual, 
and sell a policy to a man whether or 
not it fits his needs. It costs the com- 
pany far more to supervise these men 
than it does the real worker. They do 
not study the business, consequently, 
when they go out to sell a policy to a 
man, they are unable to render him 
proper service. The business that they 
bring to the company generally costs 
more than it is worth. 

The question naturally arises, “Why 
are they kept?” Again the answer will 
be found in the intensity of the race for 
paid-for business. Every policy they 
bring is just that much grist to the mill. 
Their compensation: comes directly out 
of the pockets of the public. If the 
policy sticks, the public is benefited, and 
the company is benefited. If it does not, 
the public has lost; the company may 
lose, or break even; the agent has made 
his commission. 


Subsidizing Men Unnecessary 


If the business of life insurance is next 
in importance and usefulness to the 
preaching of the Gospel, as is claimed 
for it, there is no reason why we should 
have to subsidize men to come into it, 
and there is less reason why men who 
are not rendering satisfactory, useful, 
efficient service, who cannot or will not 
perform a certain amount of work or 
produce a certain amount of business, 
should be kept in it. A profit presup- 
poses a service. A man has no right to 
get a compensation unless he renders 
adequate service in return therefor. 
Under the usual renewal system, a man 
loses nothing if he quits the service of 
one company and goes to another, be- 
cause in many cases he will get a re- 
newal on the business whether he is 
with the company or not. In some cases 
he even gets a renewal while he is try- 
ing to switch the business to his new 
connection. 

If agency contracts were on the basis 
outlined herein, there would be fewer 
“floating” agents, and the public would 
benefit thereby both directly and indi- 
rectly; directly, because money would 
not be wasted on switched business and 
lapsed policies; indirectly, because the 
money that the company wastes on such 
agents would be returned in dividends. 
The persistent, steady worker would also 
profit, because the money that is wasted 
on the inefficient and the “floater” 
could be used to increase his production, 
thereby increasing his compensation. 
Under the present conditions, the real 
agent has to pull his own share of the 
load and the slack in the rope of the 
inefficient. : 

I hazard the prediction, if our agency 
contracts were based on a different 
standard, if the field men were required 
to perform a specific task just as the 
people in the home office are required 
to perform a specific task in order to 
keep their positions,. if the companies 
refused to pay compensation unless ade- 
quate service was rendered therefor, if 
the “floater” and inefficient were elimi- 
nated, the net gain in volume of busi- 
ness to the companies would be much 
larger than it is today; the permanent, 


successful agents would make much 
more money, and the public would be 
saved millions of dollars every year. 

The agency system as now generally 
practiced is certainly not good for the 
public and cannot be good for the 
business. 


Why Lapses Are a Double Loss 


Next to waste in field operation and 
interwoven with it is the enormous waste 
and loss to the public through lapsa- 
tion. The ordinary paid-for business of 
the old-line companies last year was 
eleven billions of dollars and the net 
gain was less than five billions. In other 
words they gained less than 50% of what 
they paid for. f the difference, more 
than five billions represent lapsed and 
surrendered policies, the balauce being 
represented by death losses, matured 
endowments, and otherwise. It is com- 
monly claimed that about 75% of all 
lapses in life insurance occurs in the 
first and second policy years when the 
policies have no surrender values. It can 
be safely assumed that the premiums on 
the business average thirty dollars a 
thousand. 

For the purpose of this paper and in 
order to be conservative, I have esti- 
mated 50% of the business lapsed last 
year, or $1,600,000,000 of insurance, was 
first-year business on which no surren- 
der value was paid. If we figure this 
insurance at $30 per thousand, we have 
$48,000,000, which the public paid for life 
insurance last year and for which they 
received no benefit, aside from the small 
amount they should pay for term insur- 
ance protection. 

But this loss is not all. There is a di- 
rect loss to the companies, because of 
the cost of issuing these policies. The 
amount that it costs to issue a policy is 
variously estimated at from $15 to $28. 
Regardless of which amount is correct, 
the loss is very great, and, if we add 
this to the amount of money that the 
public paid for the insurance, the loss is 
staggering. Lapses are, therefore, a dou- 
ble loss—a loss to the public that pays 
the premium on the policy and an ex- 
pense to the company that issues it. The 
amount it costs the companies to issue 
these policies should be added to the 
dividends paid to their policyholders. 

To the credit of the companies, be it 
said, they appreciate this waste and have 
tried many and various ways to prevent 
it, but seemingly with not much suc- 
cess. Singular to say, the public, as a 
whole, seems to feel that there is a 
profit to the companies in lapses. We 
should try to make clearer to them the 
enormous waste and loss they suffer 
thereby and we should so arrange and 
conduct the business as to overcome and 
prevent, as far as possible, this waste. 

It is frequently said, “The lapse begins 
with the sale,” and to a large extent I 
believe this is true. But do we not come 
back again to the pressure behind the 
sale and to the fact that many of the 
men making the sale have little or no 
interest in it, beyond compensation was 
based on volume of business in force and 
not on individual renewals, an agent 
would have a real interest in keeping 
a policy in force and lapses would be 
materially reduced. If the present agen- 
cy system contributes to this waste and 
loss, as I believe it does, then it is not 
good for the public and cannot be good 
for the business. 


Excess Premium Charges 


In the early years of life insurance, 
when the business was small and not 
understood as it is today, when the 
country was new, when we were subject 
to epidemics, such as smallpox, yellow 
fever, etc., when property values and in- 
terest earnings were not stabilized, 
when experience had not tested the mor- 
tality tables to prove their sufficiency, 
it was fitting and proper that the com- 
panies should charge a premium large 
enough to guarantee security beyond 
question, and a surplus to provide 
against unforeseen contingencies. 

But in this day and generation, with 
the mortality tables having been proven 
more than sufficient, and that notwith- 


standing the greatest war of all time 
and the flu at the same time, with prop- 
erty values stabilized, and the possibility 
of epidemic removed, there would seem 
to be no good reason or excuse for the 
system of continuing to collect from the 
public a larger premium than is neces- 
sary to guarantee safety, stability and 
perpetuity. 

Yet this is just the system being pur- 
sued by the mutual companies today. 
True it is, that an endeavor is made 
through dividends to return this over- 
charge at a future date, but why collect 
it in order to return it? As a matter 
of fact it is impossible for any company 
to return all of it. The agent gets his 
share in commissions, the state gets its 
share in taxes, and there is the home 
office cost attendant upon collecting it, 
accounting for it and returning it to the 
policyholders. 

Paying Dividends in First Year 


The fallacy of the whole proposition 
is shown by the fact that some compa- 
nies attempt to pay a dividend, as a re- 
turn of part of it, at the end of the 
first year. If they did not need it, why 
did they collect it, use it for a year and 
return a part of it? Jf it was necessary 
to the safety and perpetuity of the busi- 
ness at the beginning of the year, it was 
just as necessary at the close. The 
agent’s commission and doctor’s fee, in- 
spection fee, the expenses of issuing the 
policy, and the reserve charged against 
it have taken at least all of the first 
year’s premium. Where, therefore, has 
the money come from to pay the divi- 
dend? The only place it can come 
from is out of the general surplus of 
the company, which the older policy- 
holders have accumulated, and it does 
not seem fair nor equitable to take from 
an older policyholder any part of his 
surplus to give to a new one just com- 
ing in. 

The system certainly cannot be de- 
fended on the theory of safety. The 
stock companies are an unanswerable ar- 
gument thereto. If the larger premiums 
charged by the mutual companies are 
necessary to safety, then the stock com- 
panies with their lower initial premiums 
must be unsafe and they should not be 
allowed to continue in business, but cer- 
tainly no sane person will contend that 
they are not safe, nor can it be success- 
fully contended that the amount paid in 
on the capital stock of these companies 
in proportion to their assets and vol- 
ume of business in force contributes ma- 
terially to the safety of the policyholder. 

Judging from the prosperity of these 
companies, from the enormous increase 
in the market value of their stock, from 
the enormous dividends they have paid 
to their stockholders, from the fortunes 
that have been made in the buying and 
selling of the stock of these companies 
in the open market in the last few years, 
and the surplus they have accumulated, 
it would seem that the business of these 
companies is not only the most stable, 
but one of the most profitable in the 
land. 

Suggests Remedy 


I hazard the assertion there is not a 
mutual company that cannot, if economi- 
cally managed, safely conduct its busi- 
ness on the net premium with no load- 
ing for expenses, aside from perhaps a 
small loading at the higher ages to ad- 
just the inequities of the American Ex- 
perience Table of Mortality. If this were 
done the public would be able to judge 
intelligently as to the advantage of the 
mutual company over the stock company 
in the matter of cost. Competition be- 
tween all companies would then be -ex- 
actly as it ought to be, on the basis of 
economy of management, and not, as at 
present, on dividend estimates which 
may or may not be realized, and divi- 
dends paid would be actual earnings. 

The merchant or manufacturer, who 
would charge more for his goods than 
is necessary on the theory that he would 
return to his customers all or a part of 
the overcharge at a future date, would 
not make many sales, especially so when 
the amount of the overcharge that he 
would return was entirely at his own 
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discretion. Mutual life insurance should 
be sold as any other commodity. At pres- 
ent it is sold largely through a system 
of dividend promises that many of the 
agents who sell it do not understand and 
generally enlarge upon. The public see 
so many different kinds of dividend 
schedules and they hear ‘so much from 
the agents of competing companies about 
low net cost, dividends, etc., that they 
are mystified about the whole proposi- 
tion and seldom have a real intelligent 
conception of what they are purchasing. 

If mutual insurance was sold at the 
lowest possible cost, irrespective of fu- 
ture dividends, the public would be 
saved an enormous amount of money 
each year that they could use to pay 
for the other necessities of life or use 
to buy additional insurance. The com- 
panies would save the enormous amount 
of time and money that has to be spent 
in compiling and presenting these sched- 
ules to the public, they would be saved 
all the time that is now wasted in train- 
ing the agents how to use them to the 
best advantage to make the sale, and 
the agent would be saved the time that 
he has to spend in trying to explain 
them to his prospects. 

It would also effectually remove the 
possibility of disappointment on the part 
of the public as to future dividend pay- 
ments, because, with the decrease in in- 
terest rates, it is difficult to see how di- 
vidend schedules, based on the high in- 
terest earnings of the past few years, 
can be maintained, unless there should 
be a decided saving in mortality or a 
decided economy in expenses of manage- 
ment. 


Would Eliminate Dividend Schedules 


I hazard the prediction if these divi- 
dend schedules were eliminated and the 
same time and energy that is spent in 
the home office in preparing them and 
educating the agents regarding them, 
and by the agents in trying to explain 
them to the public, was spent in selling 
real insurance, explaining the need for 
it, its benefits, its advantages and its 
cost in a plain, simple manner to the 
public, a great deal more insurance 
would be written, the volume of business 
would be increased, the public would be 
saved a great deal of money, and the 
agent and the company would profit 
thereby. 

I fully appreciate the obstacles there 
are in a reduction in premium rates in 
the matter of compensation to agents 
for the sale of the insurance and other- 
wise, but, on the other hand, I believe 
sooner or later the public will realize 
the inequities of the system and will 
refuse to generously patronize compa- 
nies using it. The system is conducive 
to waste and extravagance in manage- 
ment. It is not good for the public and 
cannot be good for the business. 

Taxes Are Increasing 


That taxes cn life insurance have con- 
tributed materially to its cost is beyond 
question. Much has been said, many ar- 
ticles written and arguments adduced as 
to why taxes should be reduced. Instead 
of reduction, however, we find they are 
increasing. You all know that one of 
our large states and one of our out- 
standing insurance states materially in- 
creased its taxes on life insurance at 
the last session of its legislature. There 
is a threatened increase on the part of 
a number of other states. The taxing 
authorities are not unreasonable men, 
nor are they unjust or unfair men; un- 
doubtedly every one of them carry life 
insurance. They are policyholders in the 
companies they are taxing, and when 
they increase the taxes of the companies, 
they are increasing the cost of their own 
insurance. 

It stands to reason, therefore, they 
must have some good reason for their 
action. I believe this reason will not be 
found in the reasons generally set forth, 
that the state needs the money. If we 
analyze the situation I think it will be 
found that the reason for the increase 
is that life insurance has to a great ex- 
tent departed from its original scheme 
and purpose. It is no longer merely a 
protector of homes; it has become a 


creator of estates, and the taxing au- 
thorities, with good reason, ask, “Why 
should a man who creates an estate 
through life insurance not be taxed 
thereon the same as if he created it 
through any other method—real estate, 
stocks, bonds, or otherwise ?” 

In the last week or two I read in one 
of the insurance journals where the plac- 
ing of a million dollar policy on the 
lives of individuals is no longer an un- 
common occurrence. I saw a long list 
of persons carrying policies for a mil- 
lion dollars up to seven and one-half 
million dollars. I do not think it can 
be successfully contended that these peo- 
ple were merely protecting their homes, 
and, if not, it does not seem unreason- 
able that the state should require them 
to pay a tax on the estates they are 
creating. The fraternal societies are not 
relieved from taxation because they do 
not accumulate a reserve, because most 
of them do so; they are relieved be- 
cause the policies are small; they go 
into the homes where they protect the 
families, the widow and the children who 
otherwise might become a charge on the 
state. Thrift is encouraged, families are 
kept together, and the state benefits 
thereby. 

Should Adopt Federal Income Tax 

Principle 

From my standpoint, we are not logi- 
cal in our arguments in regard to re- 
duction in taxes. We are approaching 
the matter from the wrong angle. As 
I view it, taxes in life insurance should 
be levied on the same principle as our 
federal income tax is levied. The small 
policies that are carried as a protection 
to the home should not be taxed, or, if 
taxed at all, a very nominal amount. The 
taxes should be levied in proportion to 
the size of policies that a man carries. 
The taxing authorities cannot be un- 
aware of the drive that is being made 
by every company for big policies. They 
have only to look at the insurance pa- 
pers, the reports of agency conventions, 
the selling talks put out by the com- 
panies generally, to see that a large 
part of the same is devoted to showing 
men how they can write bigger and big- 
ger policies. 

Remember I am not suggesting that 
big policies are not very desirable for 
the men who can afford them, and often- 
times very necessary; I am not ques- 
tioning their usefulness, nor their desir- 
ability; I am merely pointing out that 
we cannot consistently expect to have a 
material reduction in taxes when es- 
tates are created through life insurance 
policies. There is another angle to it. 
Under the present system the small pol- 
icyholder, the man with one or two 
thousand dollars insurance to protect his 
home, his wife and children, is taxed at 
the same rate as is the man who has 
one or two million dollars insurance; 
thus, therefore, the home protector is 
penalized for the benefit of the estate 
creator. The widow and dependent chil- 
dren should sure and certain have the 
protection that they need and require, 
but to create an estate for non-depen- 
dent children through life insurance, that 
will give them the income the father had 
while he was alive, seems to me to be be- 
yond its real purpose. 

It is unnecessary to point out the va- 
rious uses to which life insurance is ap- 
plied today, and the various purposes 
for which it is taken out’ over and be- 
yond home protection. These various 
uses and purposes supply a demand that 
present-day conditions necessitate, but 
in supplying that demand we must not 
penalize the man who wants protection 
for his wife and children. By and large, 
the greater part of the public is inter- 
ested in the policies taken out for home 
protection; if we see clearly the dif- 
ference between the protection of a 
home and the creation of an estate, I be- 
lieve we can show the taxing authorities 
where it is to the interest of the state 
to reduce the taxes on the small policies, 
and thus the public will profit thereby. 


What Purpose Does Surplus Have? 


That a reasonable surplus is not only 
desirable but necessary in any business 


is beyond question. In life insurance it 
is especially desirable. One wonders, 
however, at the necessity for the large 
surplus that is being accumulated today 
by the companies under one heading or 
another, what real useful purpose it 
serves, or its real benefit to the policy- 
holders. What possible or unforeseen 
contingency justifies these excessive ac- 
cumulations? The business has certain- 
ly advanced beyond the experimental 
stage and, with the growth and develop- 
ment of our national wealth and the 
general prosperity of the people, is there 
any reason to assume that the future 
generation will not be able to take care 
of its own obligations ‘and necessities, 
without any assistance from the present ? 

A glance at the loss and gain exhibit 
of the various companies shows how 
rapidly surplus is being accumulated. In- 
stead of continuing to pile up a surplus 
beyond what prudence, safety or neces- 
sity demands or requires, why not make 
larger returns to the policyholders in 
dividends, thus reducing the cost of their 
insuresice? Clearly understand I am not 
advocating a return of all surplus; I am 
as firmly convinced of the necessity of 
a reasonable surplus as any man can be. 
I am speaking entirely of surplus accu- 
mulations that seem to be unnecessary 
for safety or unforeseen contingencies. 

Several years ago a number of com- 
panies, on the theory of added security 
to their policyholders, transferred from 
their surplus funds a sufficient amount 
of money to equal a certain reserve 
standard beyond the policy contract re- 
quirement. There has never been a time 
from that day to this, and there is noth- 
ing to indicate there will ever be a 
time during the life of the policyholders 
whose contracts were affected thereby, 
that this additional reserve requirement 
will be necessary, from the standpoint 
of security or otherwise. 

I am not informed whether or not this 
additional amount set aside from the 
surplus the policyholders had accumu- 
lated was returned to them in the event 
of death, matured endowments or cash 
surrender values; but even if returned, 
the policyholders have lost the benefit of 
the use of the money for all the years 
the companies may have held it, with- 
out any compensating advantage there- 
for. As a matter of fact, because of 
the expense of handling it, taxes, etc, 
it would be simply impossible for the 
companies to return all of it. 

I am not criticizing the companies for 
their action—undoubtedly they felt it was 
right or they would not have taken it. 
I refer to the matter at this time merely 
in proof of the statement that unneces- 
sary surplus increases the cost of life 
insurance, without any compensating ad- 
vantage therefor. If the surplus used 
by these companies in the readjustment 
of the reserve basis, provedly unneces- 
sary, had been returned to the policy- 
holders, either in cash or used to give 
them additional paid-up insurance, the 
policyholders would very materially have 
profited thereby. Unnecessary surplus, 
as I view it, contributes to extravagance 
in management. It may be useful in the 
competition between the companies in 
their race for paid-for business or other- 
wise, but it is difficult to discern its real 
benefit to the policyholders. 

Any system that withholds from the 
policyholders moneys that they could 
profitably use, either to buy additional 
insurance or for any other purpose they 
might desire, is not beneficial to them. 
It is not good for the public and cannot 
be good for the business. 

Knows Whereof He Speaks 

But I hear some of you say, “The busi- 
ness is prosperous, why the necessity for 
change?” There is no question about its 
prosperity. My belief is that it will be 
even more prosperous under the condi- 
tions outlined herein. I well appreciate 
the practical difficulties there are atten- 
dant upon a change of any kind, par- 
ticularly where the business is as old and 
as established as the life insurance busi- 
ness; I know of the difficulties to be 
encountered in the agency plant, espe- 
cially where agents have been trained 
to sell dividends; I can see where a dif- 
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ferent standard would have to be set 
up by the home office organization, and 
the agency force would have to be 
trained in accordance therewith, but | 
do not believe we should hesitate to 
make the change if the public will be 
benefited thereby. 

Solely that it may not be successfully 
said that I am speaking from theory, | 
desire to say that the changes out lined 
herein have been tried out by the asso. 
ciation I am with and they have proven 
so very satisfactory that its board of dj. 
rectors have adopted them as its fixed 
plan of operation for the future. 

That the cost of life insurance can be 
materially reduced without in any way 
retarding its growth and progress is, in 
my opinion, beyond question, as | have 
endeavored to outline herein. One of 
the things that contributes most to its 
cost and, at the same time, contributes 
most to prevent any reducion in it, is the 
mad rush for business; the compctition 
between the companies for volume of 
paid-for insurance. 

I can well understand why the com- 
panies would strain so hard to get a 
large volume of paid-for business, if the 
expenses of management or cost to the 
consumer were reduced thereby, but in 
view of the fact that size seems to make 
no difference in cost to the consumer, 
that the big companies furnish insurance 
no cheaper than the smaller, to what 
avail i is all the pressure for paid- for bus- 
iness; how does it benefit the public in 
the matter of cost? 

If the large prganizations cannot point 
the way to economy in management and 
reduction in cost, will not the people 
naturally say, “Better to have a number 
of smaller companies all over the land, 
supplying local needs in the matter of 
investments, employment of labor in the 
offices, and otherwise, rather than to 
have these enormous concentrations of 
wealth, directed and controlled by a few 
individuals ? ” 

The enormous reservoirs of wealth in- 
herent to the business are sure to sooner 
or later excite the avarice, the cupidity, 
the envy of the “ists,” the communists, 
bolshevists, etc., and the size and pros- 
perity of the companies will be pointed 
out by them as the best argument for 
government ownership of life insurance. 
If the cry for government ownership 
should come, as it is liable to, the com- 
panies want to be so fortified in the cot- 
duct of the business that. they will be 
able to stand four-square to any line of 
attack, to any analysis that may be 
made, any investigation that may be 
pursued, and prove that the business is 
being conducted in the most economical 
manner, and insurance furnished at the 
lowest possible cost, so far as safety 
and security will permit. 

The best compliment one man can give 
to another is to make him executor of 
his estate; it proves he is willing to 
trust to his friend’s keeping the we: 
fare of his family and his property after 
he is gone; it shows the confidence he 
has in his friend’s integrity, as well 4 
in his judgment. 

That almost 50% of the people of this 
country have entrusted to the life it 
surance companies the welfare o! thost 
they hold most dear, after they are gon 
is the greatest compliment that has evel 
been paid to any set of men com ducting 


a business. We are the trusices ° 
these people and it behooves us to 9% 
analyze every angle of cost, e¢xplor 


every avenue of waste, that we will be 
able to prove by any standard that mal 
be set up, that the business is being col 
ducted with an eye-single to tlcir i 
terests. 

No men in business have ever hal 
such a hearty endorsement from ‘'1¢ pat 
lic; no men have ever had dire-t deal. 
ings with such a large percen age 
the people of this country; no set of 
men have ever been entrusted with # 
more sacred duty. Let us prove or 
selves worthy of it. Let us so condut 
the business that 

“The world will sing its praises, 

High heaven will swell the soun¢, 

And God, Himself, will honor i! 

As the ages roll around.” 
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